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PREFACE
This publication is part of a series produced by the Institute’s staff through use of the 
Institute’s National Automated Accounting Research System (NAARS). The purpose of the series 
is to provide interested readers with examples of the application of technical pronouncements. It is 
believed that those who are confronted with problems in the application of pronouncements can 
benefit from seeing how others apply them in practice.
It is the intention to publish periodically similar compilations of information of current interest 
dealing with aspects of financial reporting.
The examples presented were selected from over twenty thousand annual reports stored in the 
NAARS computer data base.
This compilation presents only a limited number of examples and is not intended to encompass 
all aspects of the application of the pronouncements covered in this survey. Individuals with special 
application problems not illustrated in the survey may arrange for special computer searches of the 
NAARS data banks by contacting the Institute.
The views expressed are solely those of the staff.
John Graves
Director, Technical Services
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SCOPE AND PURPOSE OF THE SURVEY
This survey is primarily intended to help accountants of business enterprises account for 
income taxes in financial statements in accordance with FASB Statement of Financial Accounting 
Standards No. 96, Accounting for Income Taxes, issued December 1987. Although SFAS 96 
becomes effective for fiscal years beginning after December 15, 1988, the FASB issued before the 
effective date an amendment of SFAS 96—SFAS 100, Accounting for Income Taxes—Deferral of 
the Effective Date o f FASB Statement No. 96. The amendment makes SFAS 96 effective for fiscal 
years beginning after December 15, 1989; however, the FASB encourages earlier adoption.
TEMPORARY DIFFERENCES
The tax consequences of most events recognized in annual financial statements are included in 
determining income taxes currently payable. However, tax laws often differ from the recognition 
and measurement requirements of financial accounting standards, and differences can arise be­
tween (a) the amount of taxable income and pretax financial income for a year, or (b) the tax bases of 
assets or liabilities and their reported amounts in financial statements. Such differences are called 
temporary differences in SFAS 96, if they will not cause cumulative taxable income to differ from 
cumulative pretax financial income over the life of the enterprise.
Following are examples of temporary differences:
•  Revenue—for example, from an installment sale—that is taxed after it is recognized in 
financial statements
•  Expense—for example, from accrual of a product warranty liability—is deductible after it is 
recognized in financial statements
•  Revenue—for example, from subscriptions received in advance—is taxable before it is 
recognized in financial statements
•  Expense—for example, depreciation—is deductible before it is recognized in financial 
statements
SFAS 96 requires recognition of a deferred tax liability for temporary differences that will 
result in net taxable amounts in future years. The liability is the amount of taxes that would be 
payable on those net taxable amounts in future years based on the provisions of the currently 
effective tax law.
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SFAS 96 requires recognition of a deferred tax asset for temporary differences that will result 
in net deductible amounts in future years to the extent that such amounts would be recoverable by a 
carryback refund of taxes paid in the current year or prior years.
SFAS 96 requires a deferred tax liability or asset to be determined at each financial statement 
date by applying the provisions of enacted tax laws to measure the deferred tax consequences of 
temporary differences that will result in net taxable or deductible amounts in each future year. The 
deferred tax liability or asset must be adjusted in the period of enactment for the effect of an 
enacted change in tax laws or rates.
SPECIAL AREAS
SFAS 96 makes an exception to its general principles in the case of the areas addressed by 
Accounting Principles Board Opinion No. 23, Accounting for Income Taxes—Special Areas. It 
permits enterprises to refrain from recognizing deferred tax liabilities in those areas, if the 
enterprises meet certain criteria specified in APB Opinion 23. The most important area to be 
considered is the undistributed earnings of subsidiaries and consolidated corporate joint ventures. 
Deferred tax liabilities do not have to be recognized on those earnings if sufficient evidence shows 
that the subsidiary or joint venture has invested or will invest the undistributed earnings inde­
finitely or that earnings will be remitted in a tax-free liquidation.
DISCLOSURE
SFAS 96 requires the significant components of income tax expense attributable to continuing 
operations for each year presented to be disclosed in the financial statements. The reported amount 
of income tax expense attributable to continuing operations is required to be reconciled (using 
percentages or dollar amounts) to the amount of income tax expense that would result from 
applying domestic federal statutory tax rates to pretax income from continuing operations. SFAS 
96 requires disclosure of the amounts and expiration dates of operating loss and tax credit 
carryforwards for financial reporting (that is, amounts not already recognized as reductions of a 
deferred tax liability) and for tax purposes (that is, amounts available to reduce taxes payable on 
tax returns in future years). SFAS 96 also requires disclosure of the amount of income tax expense 
or benefit allocated to continuing operations, discontinued operations, extraordinary items, the 
cumulative effect of accounting changes, prior period adjustments, other gains or losses, and capital 
transactions.
In addition, SFAS 96 requires disclosure of the following information whenever a deferred tax 
liability is not recognized for any of the areas addressed by APB Opinion 23 or for deposits in 
statutory reserves by U.S. steamship enterprises:
•  A description of the types of temporary differences
•  The cumulative amount of each type of temporary difference
•  The amount of the unrecognized deferred tax liability for any unremitted earnings if 
determination of that liability is practicable or a statement that determination is not 
practicable and disclosure of the amount of withholding taxes that would be paid upon 
remittance of those earnings
•  The amount of unrecognized deferred tax liability for temporary differences other than 
unremitted earnings
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SOURCE OF ILLUSTRATIONS
Accounting for income taxes in accordance with SFAS 96 requires considerable judgment. An 
accountant confronted with problems in applying SFAS 96 can benefit from learning how other 
accountants are applying it in practice. Accordingly, this publication presents excerpts from the 
recently published financial statements of sixty-five companies that illustrate its application. The 
excerpts additionally illustrate accounting for the investment tax credit and accounting for income 
taxes in financial information covering interim periods within the fiscal year, which are subjects not 
covered by SFAS 96. All examples presented are taken from annual reports in the year of adoption.
The AICPA National Automated Accounting Research System (NAARS) was used to compile 
the information. The examples presented herein were selected from companies in the 1987/88 annual 
report file. See appendix A on how to use NAARS to expand on the information presented in this 
publication.
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II
RECOGNITION OF A DEFERRED TAX LIABILITY
SFAS 96 requires a deferred tax liability to be recognized for net taxable amounts scheduled to 
occur in future years, as determined by applying presently enacted tax rates and laws for each of 
those years to the amounts scheduled for each year. SFAS 96 permits an enterprise that adopts the 
pronouncement for a given year and recognizes a deferred tax liability to do so without restating the 
comparative financial statements for previous years to conform with the pronouncement. If an 
enterprise chooses not to restate previous years, it must report the effect of adoption on the amount 
of deferred tax charges or credits at the beginning of the year in a manner similar to the manner a 
cumulative effect of a change in accounting principle is reported under APB Opinion 20, Accounting 
Changes, except for any effects of the type required by SFAS 96 to be excluded from net income. 
The effect of the adoption on income from continuing operations, income before extraordinary 
items, and net income (and related per share amounts) must be disclosed. Pro forma effects of 
retroactive application need not be disclosed.
SFAS 96 alternatively permits an enterprise that adopts the pronouncement for a given year 
and recognizes a deferred tax liability to restate the comparative financial statements for previous 
years to conform with the pronouncement. If an enterprise chooses to restate previous years, it 
must report the effect of adoption on the amount of deferred tax charges or deferred tax credits at 
the beginning of the earliest year restated in a manner similar to the manner a cumulative effect of a 
change in accounting principle is reported under APB Opinion 20, except for any effects of the type 
required by SFAS 96 to be excluded from net income. The effect of the restatement on income from 
continuing operations, income before extraordinary items, and net income (and related per share 
amounts) must be disclosed.
Twenty-one examples are presented below of the recognition of deferred tax liabilities in 
accordance with SFAS 96 for the initial year in which the pronouncement is adopted. The examples 
are classified according to whether or not some or all of the previous years’ financial statements 
were restated.
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NOT RESTATED
A O SMITH CORPORATION
December 31, 1987
Long-term liabilities of discontinued operations
(note 3) 84,053 75,924
Deferred income taxes 17,961 2,502
Year Ended December 31
(dollars in thousands, excerpt per share amounts)
1987 1986 1985
Earnings before cumulative effect of 
change in accounting principle 
Cumulative effect on prior years (to
15,444 28,987 41,175
December 31, 1986) of changing method of 
accounting for income taxes (note 12) 3,000
1. Summary of Significant Accounting Policies
• • • •
Income taxes: Certain income and expense items (principally depreciation, pension, model change, 
product warranty, and reserves for discontinued operations) are recorded on different bases for 
financial statem ent and income tax purposes.
• • • •
Accounting changes: See notes 11 and 12 for information for accounting changes adopted relative to 
accounting for income taxes (1987) and retirem ent plans (1985 and 1986).
• • • •
12. Income Taxes
Effective January 1, 1987, the company adopted FAS No. 96, “Accounting for Income Taxes,” 
which requires the liability approach to account for the effects of income taxes. Financial statem ents for 
prior years have not been restated. The cumulative effect of the change in accounting principle is 
included in determining net income for 1987.
Under the previously followed deferred method of accounting, deferred taxes were recorded 
utilizing the tax rates in effect a t the time of the transaction. The present method requires deferred 
taxes to be recorded at the rates in effect when the tax  is expected to be paid. The cumulative effect of 
the difference between the two methods based on reduced tax rates in the 1986 Tax Reform Act is 
comprised of a benefit to continuing operations of $12.7 million and a charge to discontinued operations 
of $9.7 million resulting in a net benefit of $3.0 million.
The significant components of the provision for income taxes attributable to continuing operations 
consisted of the following:
(dollars in thousands)
Current
1987 1986 1985
Federal $1,137 $ 5,860 $12,842
State 145 330 723
Foreign 1,564 670 71
Deferred 8,428 17,746 6,023
Business tax credits (1,400) (1,300) (1,650)
Total provision for income taxes $9,874 $23,306 $18,009
The provisions for taxes attributable to continuing operations differ from the amounts which would 
be provided by applying the statutory federal rate  due to the following items:
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(dollars in thousands)
1987 1986 1985
Provision at federal statutory rate  of 40% in 1987 and
46% in 1986 and 1985 $9,457 $22,135 $17,527
Foreign income taxes not offset by federal tax
benefit 637 454 156
State income taxes net of federal taxes 832 1,636 1,895
Investment and other federal tax credits (1,400) (1,300) (1,650)
Effect of foreign subsidiaries 486 (319) 195
Excise tax on pension reversions 394
Other (138) 306 (114)
Provision for income taxes $9,874 $23,306 $18,009
The amount of the tax  benefit allocated to discontinued operations amounted to $6.5 and $12.4 
million in 1986 and 1985, respectively.
The company files a consolidated federal income tax  return  with its subsidiaries, including Agri­
Stor. As of December 31 , 1987 and 1986, the amount of tax  related balances due to AgriStor amounted to 
$6.7 and $ .5 million, respectively. Under the term s of the present tax sharing agreement federal taxes 
are allocated on a separate return  basis.
For tax reporting purposes, the company has tax credit carryforwards of approximately $25.8 
million which expire from 1993 through 2002. All federal operating loss carryovers were utilized in 1987.
No provision for federal income taxes has been made on the undistributed earnings of the foreign 
affiliates and subsidiaries where the affiliates do not have the capability to remit earnings in the 
foreseeable future and where the earnings of the subsidiaries are considered permanently invested. At 
December 31 , 1987, the amount of the unrecognized deferred tax  liability for the undistributed earnings 
of $14.7 million amounted to $7.6 million.
•  •  •  •
14. Quarterly Results of Operations (Unaudited)
•  •  •  •
Previously reported amounts for the first quarter of 1987 have been restated to include in tha t 
quarter the cumulative effect of the change in accounting for income taxes resulting from the adoption of 
FAS No. 96.
AYDIN CORPORATION
December 31, 1987
CURRENT LIA BILITIES
• • • •
Deferred income taxes 18,689 23,637
Total Current Liabilities 37,741 43,041
LONG-TERM DEBT, less current maturities 9,308 4,612
D EFER RED  INCOME TAXES 13,355 17,321
•  •  •  •
Years Ended December 31
1987 1986 1985
INCOME BEFORE CUMULATIVE E FFE C T  OF
ADOPTING NEW  ACCOUNTING PRIN CIPLE 
Cumulative effect on prior years
8,803 6,952 3,799
(to December 31, 1986) of adopting 
new method of accounting for income taxes 
(note H) 6,003
•  •  •  •
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• • • •
Income Taxes. See note H concerning adoption in 1987 of the liability method of accounting for 
income taxes. Investm ent tax credits are accounted for using the flow-through method, which reduces 
the provision for income taxes, to the extent allowable, in the year such credits arise.
• • • •
Note A—Summary of Significant Accounting Policies
Note H—Taxes on Income
As required by generally accepted accounting principles, the Company provides for the deferred 
income tax effects of transactions that are reported in different periods for financial reporting and 
income tax return  purposes. Through December 3 1 , 1986, deferred tax effects were computed based on 
the tax rates in effect during the period such differences arose.
In December 1987, the Financial Accounting Standards Board issued Statement 96, “Accounting 
for Income Taxes,” which the Company has adopted as of January 1 ,  1987. Statem ent 96 requires tha t 
the balance sheet amounts for deferred income taxes be computed at rates to be in effect when the 
underlying differences will be reported in the Company’s income tax returns. The deferred income tax 
provision for the period is then the difference in the liabilities as of the beginning and end of the period.
The effect of adopting Statem ent 96 is to increase net income for 1987 by $7,033,000 ($1.86 per 
share), of which $6,003,000 is reported as a cumulative effect of a change in accounting principle, and 
$1,030,000 ($ .27 per share) is reported as a reduction in the 1987 tax provision. The primary reason for 
these benefits is the reduction in corporate federal income tax rates of the Tax Reform Act of 1986.
The provision for taxes on income consists of the following:
Federal State Total
1987:
Current $6,409,000 $1,823,000 $8,232,000
Deferred (credit) (3,580,000) (1,065,000) (4,645,000)
Charge equivalent to tax  benefit related to 
shares acquired by employees under stock 
options 152,000 30,000 182,000
$2,981,000 $ 788,000 $3,769,000
1986:
Current $ 328,000 $ 189,000 $ 517,000
Deferred 4,263,000 418,000 4,681,000
Charge equivalent to tax  benefit related to 
shares acquired by employees under stock 
options 13,000 1,000 14,000
$4,604,000 $ 608,000 $5,212,000
1985:
C urrent (credit) ($ 336,000) ($ 336,000)
Deferred 1,212,000 159,000 1,371,000
Charge equivalent to tax benefit related to 
shares acquired by employees under stock 
options 37,000 6,000 43,000
$ 913,000 $ 165,000 $1,078,000
The components of deferred income taxes are as follows:
1987 1986 1985
Completed contract method of reporting
revenue for tax purposes ($8,103,000) $2,452,000 $3,316,000
Inventory valuation 1,201,000 (200,000) (207,000)
Excess tax  over book depreciation 380,000 404,000 850,000
Benefit of tax  net operating loss 1,953,000 2,105,000 (2,272,000)
Other, net (76,000) (80,000) (316,000)
($4,645,000) $4,681,000 $1,371,000
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A reconciliation between the federal statutory rate  and the effective income tax  rate  (computed by 
dividing the provision for taxes on income by income before taxes on income) is as follows:
1987 1986 1985
Federal statutory rate 40.0% 46.0% 46.0%
State income taxes net of federal tax  benefit 3.8 2.7 1.8
Benefit from nontaxable FSC income (1.9) (4.5) (10.3)
Investment credits (.2) (8.0)
Research and development credit (3.4) (6.2)
Effect on deferred provision due to ra te  change (7.9)
Other, net (.6) (1.2) (1.2)
Effective income tax  rate 30.0% 42.8% 22.1%
Deferred income tax  liabilities primarily relate to contract accounting, inventories, and deprecia­
tion.
Investment credits amounted to $26,000 and $393,000 in 1986 and 1985, respectively.
• • • •
Quarterly Financial Data
(a) The income tax  provision and net income for each of the first three quarters of 1987 has been 
restated to reflect the effect of the new method of accounting for income taxes. The first quarter of 1987 
has also been restated to include the cumulative effect of this accounting change (see note H). Earnings 
per share (before the cumulative effect of new accounting principle) for each of the first three quarters 
as previously reported were: $.50 (1st quarter); $.62 (2nd quarter); and $.50 (3rd quarter).
(b) Fourth quarter 1986 net income has been reduced by $164,000 ($.04 per share) for the reversal 
of an investment tax credit tha t was included in income of the first 3 quarters of 1986 but repealed in the 
fourth quarter by the Tax Reform Act of 1986.
CAREERCOM CORPORATION 
September SO, 1987
21,212 2,745
4,305 1,378
Long-term debt, net of current portion (note 5) 
Deferred income taxes (note 10)
• • • •
1. Business and Summary of Significant Accounting Policies
Investment tax credits. Investm ent tax credits (prior to the change in the tax law) were applied as a 
reduction of income taxes in the year realized.
• • • •
10. Income Taxes
For the year ended September 3 0 , 1987, the Company elected to implement Statem ent of Financial 
Accounting Standards No. 96, “Accounting for Income Taxes.” In accordance with this pronouncement, 
the Company adjusted its deferred income tax  accounts for the effect of lower future federal income tax 
rates which were enacted on October 2 2 ,  1986 as part of the Tax Reform Act of 1986. In addition, the 
Company recorded the deferred tax  effect of the difference between the assigned value and the tax basis 
of the assets acquired in the JE S I acquisition (see note 2). The effect of this change in accounting 
principle was to increase net income and earnings per share for the year ended September 3 0 , 1987 by 
$265,000 and $ .03, respectively. The cumulative effect of the change in accounting principle on the 
Company’s 1987 financial statem ents was insignificant and accordingly has been given no accounting 
recognition in the accompanying financial statements.
The components of income taxes are as follows:
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Years Ended September 30 
1987 1986 1985
Current:
State $ 550,000 $ 107,000 $150,000
Federal 2,700,000 93,000
Deferred:
State 150,000 175,000 57,000
Federal 967,000 1,335,000 736,300
Adjustment to deferred tax 
liability resulting from 
changes in tax  rates (265,000)
$4,102,000 $1,710,000 $943,300
Deferred income taxes are provided for timing differences between financial and taxable income. 
The tax  effects of these timing differences arising each year are as follows:
Years Ended September 30
1987 1986 1985
Preopening costs $ 182,000 $ 494,000 $358,122
Prepaid recruitm ent costs 602,000 553,000 344,475
Depreciation
Reinstatem ent of net operating loss
267,000 306,000 210,536
carryover utilized for tax purposes 
Reinstatem ent of investm ent tax  credits 193,000
206,000
Other (127,000) (49,000) (119,833)
$1,117,000 $1,510,000 $793,300
A reconciliation of the effective income tax rate  to the statutory federal income tax rate  is
follows:
Years Ended September 30
1987 1986 1985
Statutory federal income tax  rate 43.0% 46.0% 46.0%
Increase (decrease) resulting from:
State taxes, net of Federal benefit 
Amortization of excess of cost over net assets
4.6 3.7 5.0
acquired and other permanent differences 1.5 .2 2.2
Investment tax credits 2.3 (8.8) (11.0)
Adjustment for changes in tax rates (3.1)
Effective income tax rate 48.3% 41.1% 42.2%
COLONIAL GAS COMPANY INTERNATIONAL
December 31, 1987
C urrent liabilities:
• • • •
Deferred income taxes (note A) 497 945
Other 1,960 2,361
Total current liabilities
•  •  •  •
34,781 41,151
Unamortized investm ent tax credit 6,106 6,411
Deferred income taxes 23,666 6,584
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Note A. Summary of Significant Accounting Policies
Investment Tax Credit—Investm ent tax  credits utilized to reduce current tax liabilities, of 
approximately none in 1987, $189,000 in 1986 and $1,024,000 in 1985, have been deferred for book 
purposes and will be amortized to earnings over the productive lives of the related assets.
Deferred Federal Income Taxes—The Company records deferred income tax expense, as approved 
by the DPU, for the tax effects of timing differences resulting from reporting revenue and expense for 
tax purposes in periods different from those used for financial reporting purposes. Deferred taxes arise 
principally from accelerated depreciation, deducting recoverable fuel costs as incurred and other timing 
differences. Transgas Inc. provides deferred taxes in accordance with generally accepted accounting 
principles.
• • • •
Note B. Federal Income Tax
During 1987, the Company adopted FASB 96, “Accounting for Income Taxes.” The adoption of 
FASB 96 resulted in an increase in the net earnings of Transgas Inc. of $158,000 or $ .04 per share. This 
adoption had no effect on earnings for the utility operations. The Company has recorded an additional 
deferred Federal income tax liability of $15,900,000, which represents income taxes on the cumulative 
amount of income tax  timing differences for which deferred taxes had not been recorded under the 
regulatory treatm ent, ne t of the decrease in deferred income taxes which had been booked a t rates 
higher than 34%. As allowed for regulated industries, this has been offset by a deferred debit of 
$15,900,000, which is the expected future rate  recovery for deferred income taxes, which the Company 
has not recovered in rates.
The Company files a consolidated Federal income tax return  with its subsidiary companies and has 
made an election to allocate the taxes to  the participants principally on a separate return  basis.
Federal income tax  expense is comprised of the following components:
Years Ended December 31
1987 1986
(in thousands)
1985
Current tax expense charged (credited):
Operating expense $4,102 $7,562 $2,380
Amortization of investm ent tax  credit (277) (276) (232)
Non-operating expenses:
Transportation 7 (273) 236
Other (119) 52 292
3,713 7,065 2,676
Deferred tax expense charged (credited): 
Operating expenses:
Recoverable fuel costs 
Unbilled revenue
(206)
(330)
(3,037) 1,705
Accelerated depreciation 1,066 1,260 1,010
Cost of removal 140 231 162
Miscellaneous (51) (132) 56
Non-operating expense:
Transportation (98) 167 197
521 (1,511) 3,130
Total expense $4,234 $5,554 $5,806
The effective Federal income tax  rate  and the reasons for the difference from the statutory Federal 
income tax rate  is as follows:
Statutory Federal income tax  rate 
Increases (reductions) in taxes resulting from: 
Amortization of investm ent tax  credit 
Miscellaneous items 
Effective tax  rate
1987
40%
(2)
(3)
35%
1986
46%
(3)
(1)
42%
1985
46%
(2)
44%
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CSX CORPORATION 
December 3 1 , 1987
Claims and Other Long-Term Liabilities 689 554 598
Deferred Income Taxes 2,296 1,904 1,554
•  •  •  •
Years Ended December 31
(millions o f dollars, except per share amounts) 
Earnings (Loss) Before Cumulative Effect
1987 1986 1985
of Change in Accounting 
Cumulative Effect on Years Prior to 1987
432 418 (118)
of Change in Accounting for Income Taxes 
(note 2) (294)
• • • •
Note 2. Change in Accounting for Income Taxes
The company adopted, effective January 1 ,  1987, the Statement of Financial Accounting Standards 
(SFAS) No. 96, “Accounting F or Income Taxes,” issued in December 1987. Under the liability method 
specified by SFAS 96, the deferred tax  liability is determined based on the difference between the 
financial statem ent and tax  bases of assets and liabilities as measured by the enacted tax rates which will 
be in effect when these differences reverse. Deferred tax  expense is the result of changes in the liability 
for deferred taxes. The principal types of differences between assets and liabilities for financial 
statem ent and tax re tu rn  purposes are accumulated depreciation, business combinations accounted for 
by the purchase method, costs recoverable through gas rate adjustments, separation pay liabilities and 
casualty reserves. The deferred tax liability is reduced by cumulative investment tax  credits and net 
operating losses being carried forward for tax  purposes.
The deferred method, used in years prior to 1987, required the company to provide for deferred tax 
expense based on certain items of income and expense which were reported in different years in the 
financial statem ents and the tax returns as measured by the tax rate  in effect for the year the difference 
occurred.
The change from the deferred method to the liability method of accounting for income taxes 
increased the company’s 1987 earnings $47 million, 30 cents per share, before the cumulative effect of 
the change in accounting. Also, net earnings for 1987 were decreased by $294 million, $1.90 per share, 
by the cumulative effect of the change in accounting related to years prior to 1987, which were not 
restated.
The liability method is responsive to enacted tax  rate  changes, so lower tax rates have the effect of 
lowering the overall liability for deferred income taxes. The reduction in the liability as a result of the 
lower tax rates associated with the Tax Reform Act of 1986 was more than offset by three principal 
provisions which caused net tax  liabilities to increase $294 million for years prior to 1987, as follows:
•  Provision for the differences between the assigned values and the tax bases of assets acquired in 
business combinations.
•  Provision for the 35 percent reduction in investment tax credits required by the Tax Reform Act 
of 1986.
•  Provision for the effect of lower capital gains rates recorded in past years.
Investment tax  credits continue to be accounted for by the flow-through method, which reduces the 
provision for income taxes in the year the tax credits first become available.
• • • •
Note 6. Income Taxes
Effective January 1, 1987, CSX changed its method of accounting for income taxes from the 
deferred method to the liability method (See note 2). The 1986 and 1985 income tax  provisions have not 
been restated.
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Liability Deferred
Method Method
1987 1986 1985
Current:
Federal $ 24 $ 20 $ 13
State and Foreign 26 14 14
Total Current 50 34 27
Deferred:
Federal 200 261 (156)
State and Foreign 21 (16)
Total Deferred 200 282 (172)
Total $250 $316 $(145)
The income tax  provision reconciled to the tax  computed a t statutory rates was:
Liability
Method _________Deferred Method
1987 1986 1985
Tax a t Statutory Rate 
Rate Benefit From Deferral
$273 40% $338 46% $(121) 46%
to Future Years (37) (5)
Investment Tax Credits 
Capital Gains Rate
(1) (12) (2) (66) 25
Differential (40) (5) (1)
State Income Taxes 
Adjustment for Prior Years’ Income
12 2 18 2 (3) 1
Taxes 1 14 (5)
Minority Interest 9 1 13 2 13 (5)
Effect of Business Combinations 12 2 14 (5)
Other Items (6) (1) (14) (2) 5 (2)
Total $250 37% $316 43% $(145) 55%
Cumulative net investm ent tax  credits of approximately $218 million are being carried forward for 
Federal tax return  purposes and have been recognized for financial reporting purposes as a reduction of 
the deferred tax  liability. The earliest carry-forwards begin to expire in 1994.
The components of deferred income tax expense include:
Liability
Method Deferred Method
1987 1986 1985
Depreciation $ 59 $218 (a) $129
Investment Tax Credits 4 (12) (60)
Costs Recoverable Through Gas Rate Adjustments 10 16 (18)
Separation Liabilities 80 35 (134)
Other Special Charge Items 15 22 (56)
Write-Down of Coal Operations 19 (41)
Other Timing Differences 32 (16) 8
Total $200 $282 $(172)
(a) Net of special charge property write-down of $163 million.
The Federal income tax returns of the principal CSX subsidiaries have been examined through 
1980 and proposed adjustm ents are being contested. Management believes adequate provision has been 
made for adjustm ents which might be assessed.
•  •  •  •
Note 16. Quarterly Financial Information (Unaudited)
•  •  •  •
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(a) Results for 1987 have been restated from amounts previously reported to reflect the change to 
the liability method of accounting for income taxes. The 1987 change decreased income tax expense and 
increased net earnings $12 million (8 cents per share) for the first quarter, $14 million (9 cents per share) 
for the second quarter, $9 million (6 cents per share) for the third quarter and $12 million (7 cents per 
share) for the fourth quarter. The first quarter results exclude the cumulative effect of the accounting 
change which decreased net earnings $294 million, $1.90 per share.
• • • •
(c)
• • • •
Fourth quarter 1986 net income was reduced $19 million as a result of the reversal of prior quarters’ 
investment tax credits (ITC), which were repealed by the Tax Reform Act of 1986.
FIFT H  THIRD BANCORP 
December 31, 1987
Income Before Cumulative Effect of Change 
in Accounting Principle 
Cumulative Effect of Change in Accounting 
Principle for Income Taxes
1987 1986 1985
60,055 56,091 46,058
7,455
• • • •
1. Summary of Significant Accounting and Reporting Policies
Income Taxes. The Bancorp adopted Financial Accounting Standards Board (FASB) Statement 
No. 96, “Accounting for Income Taxes” in 1987. Under FASB Statement No. 96, the amounts provided 
for income taxes are based on the amounts of current and deferred taxes payable or refundable a t the 
date of the Consolidated Financial Statements as a result of all events recognized in the Consolidated 
Financial Statements as measured by the provisions of enacted tax laws. For prior years, amounts 
provided for income taxes were based on income reported for financial statem ent purposes. Deferred 
income taxes were provided for timing differences in which certain income and expense items were 
reported for financial statem ent purposes in periods different than the periods in which such items were 
recognized for tax purposes.
The effect of adopting FASB Statement No. 96 in 1987 was to increase net income $6,029,000 ($ .31 
per share), consisting of an increase of $7,455,000 ($.38 per share) from the cumulative effect on prior 
years and a decrease of $1,426,000 ($ .07 per share) from the effect on 1987 applicable income taxes.
The investment tax credit on lease financing equipment is deferred and amortized as a reduction to 
the provision for U.S. income taxes during the period of the lease. For other property, the credit is 
applied in full as a reduction to  the provision for U.S. income taxes. The Bancorp and its subsidiaries file 
a consolidated U.S. income tax return.
• • • •
8. Income Taxes
A summary of applicable income taxes included in the Consolidated Statements of Income follows 
($000’s):
1987 1986 1985
Current U.S. income taxes $22,479 $ 4,074 $ 677
Foreign income taxes 3 14 113
Total 22,482 4,088 790
Deferred U.S. income taxes resulting from 
tem porary differences 
Lease financing income 2,975 9,794 9,014
Provision for depreciation and amortization 1,345 1,646 1,662
Provision for credit losses (3,005) (3,197) (1,410)
Other—net (598) (598) (493)
Total 717 7,645 8,773
Applicable income taxes $23,199 $11,733 $9,563
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Deferred income taxes are included in the Consolidated Balance Sheets in the caption “Accrued 
Taxes, In terest and Expenses” and aggregated $41,836,000 at December 3 1 , 1987, and $50,929,000 at 
December 31, 1986.
A reconciliation between the statutory U.S. income tax rate and the Bancorp’s effective tax rate 
follows:
1987 1986 1985
Statutory tax rate 40.0% 46.0 46.0
Increase (decrease) resulting from
tax exempt interest (12.1) (18.8) (21.5)
Amortization of investment tax  credit (2.3) (3.0) (4.6)
Adjustment of leveraged leases for
reduction in future tax rates (5.9)
Other—net 2.3 (1.0) (2.7)
Effective tax rate 27.9% 17.3 17.2
The investm ent tax  credit generated on lease financing equipment was $80,000 for 1987, $899,000 
for 1986 and $3,924,000 for 1985. F or financial statem ent purposes, such investment credit is deferred 
and amortized as a reduction to applicable income taxes and was $1,981,000 for 1987, $2,107,000 for 1986 
and $2,555,000 for 1985.
The adoption of Financial Accounting Standards Board Statem ent No. 96, “Accounting for Income 
Taxes,” resulted in the recalculation of deferred tax balances to reflect lower enacted future tax rates. 
See Note 1 for the effect on 1987 net income.
The Tax Reform Act of 1986 lowered the U.S. income tax rates for 1987 and future years. In 
accordance with Financial Accounting Standards Board Statement No. 13, “Accounting for Leases,” in 
1986 the earnings from investments in leveraged leases were recalculated from inception of the leases 
using the revised rates. The resultant adjustm ent of $3,913,000 was recorded as a reduction to current 
U.S. income tax  expense in 1986.
•  •  •  •
Summarized Quarterly Financial Information (Unaudited) ($000's)
• • • •
(b) In the fourth quarter of 1987, the Bancorp adopted Financial Accounting Standards Board 
Statement No. 96, “Accounting for Income Taxes.” Net income for the first quarter of 1987 includes 
$7,455,000 ($ .38 per share) for the cumulative effect of the change on prior years. Exclusive of the 
cumulative effect, the effect of the change on 1987 was to decrease net income $523,000 ($.03 per share) 
in the first quarter, decrease net income $618,000 ($.03 per share) in the second quarter, decrease net 
income $335,000 ($.01 per share) in the third quarter and increase net income $50,000 (no per share 
effect) in the fourth quarter.
(c) N et income for the fourth quarter of 1986 has been increased $3,913,000 as a result of the effect 
on leveraged leases of the lower future tax  rates included in the Tax Reform Act of 1986 and the related 
application of Financial Accounting Standards Board Statement No. 13, “Accounting for Leases.”
K N ENERGY INC. 
December 3 1 , 1987
1987 1986 1985
Deferred Liabilities, Credits and Reserves:
Deferred Income Taxes (note 4) 44,756 53,158
Cumulative Effect of Changes in Accounting—
Gas Service Revenues—N et of Income 
Taxes of $2,373,000 (note 1(E)) 3,185
Income Taxes (note 1(B)) (27)
1. Summary of Significant Accounting Policies
•  •  •  •
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(B) Change in Accounting for Income Taxes. In 1987, the Company elected to adopt the recently 
issued Statem ent of Financial Accounting Standards No. 96 (“FAS 96”), Accounting for Income Taxes, 
which will become mandatory for fiscal years beginning after December 15, 1988. Previously, the 
Company followed the deferral method of accounting for income taxes, which required matching income 
tax expense with the period tha t the related income or deductions were reported for financial statem ent 
purposes. FAS 96 requires use of the liability method of accounting. Current or deferred tax liabilities 
or assets are recognized for the consequences of all events tha t have been recognized in the financial 
statements. The tax consequences of an event are measured by applying the provisions of enacted tax 
laws to determine the amount of taxes payable or refundable currently or in future years.
As perm itted by FAS 96, the Company has elected to trea t the adoption of the new standard as a 
change in an accounting principle. The effect of the change in 1987 was to increase net income by $1.6 
million, or $0.17 per common share, of which a net income reduction of $27,000 represents the 
cumulative effect of the change through 1986, and $1.6 million ($0.17 per common share) represents the 
net effect of the change on 1987 income.
The increase in net income from adopting FAS 96 results primarily from recognizing the effect of 
the reduction in Federal income tax  rates on transactions which do not have regulatory cost-of-service 
implications. As a result of adopting FAS 96 for rate regulated entities, the Company has recorded a 
deferred asset of $12.8 million and a deferred liability of $19.7 million, which are expected to result in 
cost-of-service adjustments.
(C) Investment Tax Credits. In 1985, the Company changed from the deferral method to the 
flow-through method of accounting for investment tax credits. The deferral method amortizes the 
investment tax credits over the estimated useful lives of the related assets. The flow-through method 
recognizes credits as a reduction of income tax expense in the year property is acquired.
The effect of the change in 1985 was to increase net income by $19,685,000, or $2.18 per common 
share, of which $19,207,000 ($2.13 per common share) represents the cumulative effect of investment 
tax credits through 1984, and $478,000 ($0.05 per common share) represents the net effect of the 
flow-through of 1985 investm ent tax  credits.
Investment tax credits were repealed for expenditures after January 1, 1986, subject to certain 
transitional rules. Pursuant to a Federal Energy Regulatory Commission (“FER C ”) order, the deferral 
method is being followed for credits generated in 1986 under the transitional rules for cost-of-service 
regulated entities.
•  •  •  •
4. Income Taxes
See note 1(B) regarding the 1987 change in accounting for income taxes.
Components of income tax expense applicable to Federal and state income taxes are as follows
(in thousands):
1987 1986 1985
Taxes Currently Payable:
Federal $ 665 $(6,015) $8,598
State 16 (1,061) 1,030
Total 681 (7,076) 9,628
Taxes Deferred:
Federal 2,817 11,236 (1,824)
State 1,007 698 5
Total 3,824 11,934 (1,819)
Total Income Taxes Before Cumulative Effect of
Accounting Changes
Cumulative Effect of Accounting Changes
4,505
2,857
4,858 7,809
Total Income Taxes $7,362 $ 4,858 $7,809
Effective Tax Rate (Before Cumulative Effect of
Accounting Changes) 30.7% 36.0% 42.4%
The difference between the statutory Federal income tax rate  and the Company’s effective income 
tax rate  for continuing operations is summarized as follows:
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1987 19851986
Federal Income Tax Rate 
Increase (Decrease) as a Result of—
40.0% 46.0% 46.0%
Adjustments for Prior Years (3.8%)
Enacted Changes in Tax Laws or Rates 
Investment Tax Credits
(6.3%)
(9.6%)
Capital Gain Rate Benefit (7.3%)
Other 0.8% (2.7%) 6.0%
Effective Tax Rate 30.7% 36.0% 42.4%
The deferred tax  liabilities computed according to FAS 96 at December 3 1 , 1987 and 1986 and the 
1987 net change (deferred tax expense) result from the following tem porary differences (in thousands):
Increase
1987 1986 (Decrease)
Liberalized Depreciation $57,377 $57,296 $ 81
Rate M atters (12,639) (16,015) 3,466
Operating Reserves (4,540) (3,532) (1,008)
Other 4,558 3,273 1,285
$44,756 $40,932 $3,824
Deferred taxes increased (decreased) during the years 1986 and 1985 as a result of the following
tem porary differences (in thousands):
1986 1985
Liberalized Depreciation $ 7,090 $7,088
Rate M atters 988 (5,131)
Operating Reserves 3,589 (6,122)
Other (36) 4,024
11,631 (141)
Revenues Subject to Possible Refund 303 (1,678)
Total $11,934 $(1,819)
•  •  •  •
Quarterly Financial Information (Unaudited)
Quarterly Operating Results for 1987 and 1986
•  •  •  •
The first quarter of 1987 includes income of $3,158,000 which represents the net cumulative effect 
on prior years of two changes in accounting principles tha t were adopted during 1987. One is a change in 
accounting for gas service revenues (cumulative effect $3,185,000), which was adopted in the second 
quarter, and the other is a change in accounting for income taxes (cumulative effect, a reduction of 
$27,000), which was adopted in the fourth quarter. Income for the first quarter of 1987 has been restated 
to reflect the change in accounting for gas service revenues. Income for the first, second and third 
quarters o f 1987 has been restated to reflect the 1987 effect of the change in accounting for income taxes. 
(See notes 1(E) and 1(B), respectively, of Notes to Consolidated Financial Statements.)
KRAFT INC. 
December 2 6 , 1987
Long-term debt 
Deferred income taxes
•  •  •  •
Cumulative effect of change in method 
of accounting for income taxes 
Net income from continuing operations 
Net income from discontinued operations
1987
895.3
282.7
45.2
435.5
53.9
1986
237.7
286.4
393.7
19.5
1985
362.0
104.1
•  •  •  •
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Note 1. Summary of Significant Accounting Policies
• • • •
Accounting Changes. In 1987, the Company adopted the new standard for income taxes issued by 
the Financial Accounting Standards Board (FASB). Prior-year financial statem ents have not been 
restated for this accounting change. The cumulative effect of the accounting change increased 1987 net 
income from continuing operations by $45.2 million, or 33 cents per share. The effect of this change was 
to increase 1987 income from continuing operations before the cumulative effect by $9.5 million, or 7 
cents per share.
Undistributed Earnings of International Subsidiaries. Federal income taxes are provided on the 
portion of each international subsidiary’s earnings tha t is not expected to be invested permanently. Due 
to the 1987 decision to restructure the capital of certain international subsidiaries, the amount of 
undistributed earnings of continuing operations expected to be permanently invested was not signifi­
cant a t December 26, 1987.
• • • •
Note 6. Income Taxes
In 1987, the Company adopted the new accounting standard for income taxes. The effect of this 
change was to reduce the 1987 provision for income taxes by $9.5 million. The cumulative effect of the 
change on prior years was $45.2 million and is not included in the summaries which follow. The provision 
for income taxes for 1987 includes a charge of $45.0 million for taxes to be payable resulting from the 
restructuring of the capital of certain international subsidiaries.
The provision for income taxes consists of the following:
(in millions) 1987 1986 1985
Current:
Federal $139.5 $103.0 $ 73.7
Foreign 89.7 56.6 46.4
State 24.4 28.5 27.4
Total current 253.6 188.1 147.5
Deferred
Federal 95.7 102.3 131.0
Foreign (2.2) 7.9 7.0
State 6.1 2.2 .7
Total deferred 99.6 112.4 138.7
Provision for income taxes $353.2 $300.5 $286.2
Deferred income tax provisions, resulting from differences between accounting for financial 
statem ent purposes and accounting for tax purposes, were as follows:
(in millions) 1987 1986 1985
Depreciation $58.1 $105.3 $103.1
Repatriation of foreign earnings 45.0 .2 (1.7)
Investment tax credit related to leveraged leases 1.6 31.4
Other (3.5) 5.3 5.9
Tax effects of timing differences $99.6 $112.4 $138.7
The differences between the provision for income taxes and income taxes computed using the U.S.
federal income tax ra te  were as follows:
(in millions) 1987 1986 1985
Amount computed using the statutory rate $297.4 $319.3 $298.2
Increase (reduction) in taxes resulting from:
State taxes 18.3 16.6 15.1
Foreign income 63.8 (9.6) (.9)
Investment tax  credit (flow-through method) (.9) (8.0) (17.9)
Contributions to Kraft Foundation (19.9) (2.3)
Other (25.4) 2.1 (6.0)
Provision for income taxes $353.2 $300.5 $286.2
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The domestic and foreign components of income from continuing operations before income taxes
and cumulative effect of accounting change were as follows:
(in millions) 1987 1986 1985
Domestic $541.1 $526.7 $514.0
Foreign 202.4 167.5 134.2
Income from continuing operations before 
income taxes and cumulative effect of 
accounting change $743.5 $694.2 $648.2
As of December 26, 1987, the Company had capital loss carryforwards of $169 million which 
expire in 1991 and 1992.
For the periods prior to its sale on July 3 1 , 1987, D&K Financial Corporation (DKFC), while not 
consolidated for financial reporting, was included in Kraft, Inc.’s consolidated U.S. federal and state 
income tax returns. Taxes provided by the consolidated companies shown in the preceding tables 
include the effect of tax  credits and deductions of DKFC arising primarily from its leasing activities.
• • • •
Note 13. Quarterly Financial Summary (Unaudited)
The following is a summary of the unaudited interim results of operations for the years ended 
December 26, 1987, and December 27, 1986.
Restatem ent of the previously reported 1987 interim results to reflect the new income tax 
accounting standard increased net income before the cumulative effect of the accounting change by $2.4 
million (2 cents per share) in the first quarter, $2.3 million (1 cent per share) in the second quarter and 
$2.5 million (2 cents per share) in the third quarter. The fourth quarter of 1987 reflects a tax charge of 
$45.0 million, or 33 cents per share, to repatriate foreign earnings resulting from the capital restructur­
ing of certain international subsidiaries.
Year Ended December 26, 1987
(dollars in millions, except per-share)
First
Quarter
Second
Quarter
Third
Quarter
Fourth
Quarter
Net from operations before cumulative 
effect of accounting change 107.6 108.1 116.9 57.7
Cumulative effect of accounting change 
Net income from continuing operations
45.2
152.8 108.1 116.9 57.7
N et income (loss) from discontinued 
operations (1.2) 5.2 10.0 39.9
N et income $151.6 $113.3 $126.9 $97.6
OAK INDUSTRIES, INC. 
December 31, 1987
1. Statement of Accounting Policies
• • • •
Income Taxes. The Company has adopted Statem ent of Financial Accounting Standards (“SFAS”) 
No. 96, “Accounting for Income Taxes,” in 1987. The adoption of this statem ent had no material impact 
on the Company’s results of operations for the current year or any prior year presented herein. 
Deferred income taxes reflect the net change during the year in the Company’s deferred tax liability. In 
accordance with the provisions of SFAS No. 96, amounts previously classified in the 1986 Statement of 
Operations as “Extraordinary Item: Tax Benefit from Utilization of Net Operating Losses” have been 
reclassified to “Income from Discontinued Operations.”
• • • •
7. Income Taxes
The Company has elected to adopt Statem ent of Financial Accounting Standards (“SFAS”) No. 96, 
“Accounting for Income Taxes,” in 1987. The adoption of this Statement has no material impact on the 
Company’s results of operations for the current year or any prior year presented herein.
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Pretax income (loss) from continuing operations for the years ended December 31 consists of the 
following sources (dollars in thousands):
Domestic
Foreign
1987
$16,189 
(9,695) 
$ 6,494
1986
$(27,322)
(266)
$(27,588)
1985
$(47,426)
(1,908)
$(49,334)
The provision for income taxes on income (loss) from continuing operations for the years ended 
December 31 consists of the following (dollars in thousands):
1987 1986 1985
C urrent—
Federal $136 $2,785 $1,746
Foreign 310 388 164
State and local 98 (388) (9)
544 2,785 1,901
Deferred—
Foreign 253 (76) 91
$797 $2,709 $1,992
Deferred income taxes represent the net change during the year in the Company’s deferred tax
liability.
The effective income tax rate  on consolidated pretax income (loss) from continuing operations 
differs from the statutory U.S. Federal income tax  rate for the years ended December 31 as shown
below (dollars in thousands):
1987 1986
Amount Percent Amount Percent
Computed statutory tax  (benefit) 
Increase (decrease) in tax
$2,598 40.0 $(12,690) (46.0)
provision resulting from— 
Operating loss which resulted 
in current tax  benefit 
Operating loss which resulted
(6,436) (99.1)
in no current tax benefit 12,568 45.6
State income taxes 59 .9 (388) (1.4)
Income of affiliates 
Losses of subsidiaries and
(121) (1.9) (77) (.4)
translation losses not tax 
benefited 4,561 70.2 578 2.1
Alternative minimum tax provision 105 1.6
Other 31 .5 2,718 9.9
Provision for income taxes $ 797 12.2 $ 2,709 9.8
1985
Amount Percent
Computed statutory tax (benefit) $(22,694) (46.0)
Increase (decrease) in tax provision resulting from—
Operating loss which resulted in no current tax  benefit 21,505 43.6
State income taxes (9)
Income of affiliates 328 .7
Losses of subsidiaries and translation losses not tax
benefited 1,098 2.2
Alternative minimum tax provision 
Other 1,764 3.5
Provision for income taxes $ 1,992 4.0
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In compliance with SFAS No. 96, the Company no longer reports the computed tax expense on 
income and the offsetting tax benefit from the utilization of net operating losses on separate lines in the 
Statement of Operations. Instead, since these amounts are offsetting, neither is reported on the 
Statem ent of Operations. The amount of tax expense on continuing operations tha t was offset by net 
operating loss carryforwards was $6,436,000, $— and $— for 1987, 1986 and 1985, respectively.
No tax  benefit has been recorded during 1987, 1986 or 1985 for the Company’s unrealized domestic 
consolidated operating loss, investm ent tax  credit or research and development tax  credit carryfor­
wards. A t December 3 1 , 1987, the Company has a book net operating loss carryforward of approximate­
ly $222,000,000. For tax  return  purposes, the Company has a tax net operating loss carryforward of 
approximately $175,000,000 a t December 3 1 , 1987, which will, if unused, expire from 1998 to 2002. The 
Company has an alternative minimum tax credit carryforward of approximately $105,000, as of 
December 3 1 , 1987, which may be carried forward indefinitely. The Company has investment tax  credit 
carryforwards of approximately $4,244,000 at December 31, 1987 which, if unused, will expire from 
1996 to 2001. The Company also has a research and development tax credit carryforward of approx­
imately $768,000 a t December 3 1 , 1987 which will expire, if unused, in 1998 and 1999. The carryforwards 
will be available for the reduction of future Federal income tax provisions, the extent and timing of 
which are not determinable. Certain tax credit carryforwards will be reduced based upon the imple­
mentation of the Tax Reform Act of 1986.
TRUSTCORP, INC.
December 31, 1987
Note A. Summary of Significant Accounting Policies
• • • •
Federal Income Taxes: When income and expenses are recognized in different periods for financial 
reporting purposes than for purposes of computing income taxes currently payable, deferred taxes are 
provided for such timing differences using the liability method for 1987 and the deferred method for 1986 
and 1985. Investm ent tax credits (repealed by the 1986 Tax Reform Act) were accounted for by the 
flow-through method in 1986 and 1985. In  general, interest income from obligations of states and 
political subdivisions and industrial development revenue bonds is not subject to federal income taxes.
• • • •
Note N. Federal Income Taxes
Federal income taxes (credit) included in the consolidated statem ents of income are as follows 
(dollars in thousands).
Year Ended December 31 1987 1986 1985
Currently payable $11,024 $2,586 $ 3,810
Deferred (credit) (79) (1,714) (4,727)
Totals $10,945 $ 872 $ (917)
In December 1987, the Corporation adopted, retroactive to January 1 , 1987, Statement of Financial 
Accounting Standards No. 96 (FAS 96), related to income tax accounting. The effect of adopting FAS 96 
was to reduce 1987 deferred federal income taxes and to increase net income by approximately 
$1,550,000 ($.11 per primary common share). Federal income taxes (credit) for 1986 and 1985 have not 
been retroactively restated.
The difference between total federal income taxes (credit) and the amount computed by applying 
the statutory federal income tax rate  to income before taxes is as follows (dollars in thousands):
Year Ended December 31 
Federal income tax  a t statutory tax  rate  of 
pre-tax income (40% for 1987 and 46% for 1986
1987 1986 1985
and 1985) $24,785 $19,002 $ 16,165
N et effect of tax-exempt interest 
Adoption of FAS 96
(12,079)
(1,550)
(18,555) (16,277)
Tax credits (203) (525) (1,053)
Other (8) 950 248
Totals $10,945 $ 872 $ (917)
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The components of deferred federal income taxes (credit) are as follows (dollars in thousands):
Year Ended December 31 1987 1986 1985
Allowance for loan losses $ (835) $(3,413) $(2,557)
Depreciation 374 1,277 - 1,376
Adoption of FAS 96 (1,550)
Amortization of intangibles 259 495 584
Pension plan termination 23 (4,211)
Other 1,673 (96) 81
Totals $ (79) $(1,714) $(4,727)
The net cumulative deferred tax  liability amounted to $3,558,000 and $3,637,000 at December 31, 
1987 and 1986, respectively. Federal income taxes related to investm ent securities gains amounted to 
$3,078,000, $13,096,000, and $3,692,000 for 1987, 1986 and 1985, respectively.
• • • •
Note P. Consolidated Quarterly Results of Operations (Unaudited)
The following is a summary of quarterly results of operations for the years ended December 31, 
1987 and 1986 (dollars in thousands, except per share amounts). The previously reported quarterly 
results of operations are restated for the effects of the acquisitions accounted for using the pooling of 
interests method of accounting and the adoption of FAS 96 for income tax accounting and FAS 88 for 
pension accounting retroactive to January 1, 1987, and January 1, 1986, respectively.
US BANCORP 
December 31, 1987
Cumulative effect of change in accounting for:
Loan fees, net of taxes (7,695)
Income taxes 16,529
• • • •
1. Summary of Significant Accounting Policies
• • • •
Income Taxes. The provision for income taxes is based upon reported income and expense. 
Deferred income taxes arise when income and expense amounts are reported in different years for 
financial statem ent purposes than for income tax  purposes. Deferred income taxes are included in 
accrued income taxes. Investm ent tax credits are included in income as a reduction of the provision for 
income taxes in the year in which the credits are realized (the flow-through method), except for credits 
derived from leveraged leasing transactions. Investment tax  credits from leveraged leasing transac­
tions are recognized in income over the lives of the leases in a manner which yields a level rate of return 
on the net lease investment (the deferral method).
2. Accounting Changes
• • • •
In 1987 Bancorp adopted Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes” (SFAS No. 96), effective January 1, 1987. The most significant change for Bancorp 
under this statem ent is tha t deferred tax  liabilities are adjusted in the period of change in tax laws or 
rates. Bancorp had provided for deferred tax  liabilities a t higher than current tax  rates. Bancorp was 
also affected by the 35 percent reduction in investment tax credit carryforwards. The net income impact 
of these changes of $16,529,000 is reported as a cumulative effect of an accounting change. Prior period 
financial statem ents have not been restated.
The following table sets forth the effects of adoption of SFAS Nos. 91 and 96 on the current period 
results of operations:
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Year Ended December 31, 1987
Results If 
Changes Had 
Not Been
Income 
Effect of 
Accounting 
Changes 
Increase/
(in millions) As Reported Applied (Decrease)
Total interest income $976.8 $978.8 $ (2.0)
Noninterest revenue 177.1 176.3 .8
Provision for income taxes 38.6 39.1 .5
Income before cumulative effect
of accounting changes 99.7 100.4 (.7)
Cumulative effect on prior years 
of change in accounting for:
Loan fees, net of tax (7.7) (7.7)
Income taxes 16.5 16.5
Net income $108.5 $100.4 $ 8.1
Earning per share data:
Income before cumulative effect
of accounting changes $ 2.43 $ 2.45 $ (.02)
Cumulative effect on prior years 
of change in accounting for:
Loan fees, net of tax (.19) (.19)
Income taxes .41 .41
Net income $ 2.65 $ 2.45 $ .20
QUARTERLY FINANCIAL DATA 1987-1986
1987
Income before accounting changes 19.1 28.3 25.6 26.6
Cumulative effect of change in accounting for:
Loan fees—net of tax (7.7)
Income taxes 16.5
Net income $19.1 $28.3 $25.6 $35.4
Net income as previously reported $19.1 $23.2 $21.7 $20.0
Accounting changes .3 (.8) 8.9
Effect of mergers 4.8 4.7 6.5
Net income $19.1 $28.3 $25.6 $35.4
Quarterly results include the effects of the following events (all amounts are before income taxes 
except as noted):
• • • •
*A reduction in the provision for income taxes of $2 million for Tax Reform Act o f 1986 adjustments. 
Leveraged lease deferred tax  adjustm ents were offset by the reversal of investment tax  credits taken in 
prior quarters of 1986.
9. Income Taxes
Accrued income taxes consisted of the following:
1987 1986
$ 1,619 $ (13,218)
95,954 118,390
$97,573 $ 105,172
(in thousands) December 31,
Current
Deferred
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The provision for income taxes consisted of the following: 
Years Ended December 31,
(in thousands) 1987 1986 1985
Current:
Federal $34,839 $(18,302) $18,751
State 9,689 8,121 1,092
44,528 (10,181) 19,843
Deferred:
Federal (3,620) 20,164 (13,383)
State (2,287) (935) 4,516
(5,907) 19,229 (8,867)
Total:
Federal 31,219 1,862 5,368
State 7,402 7,186 5,608
$38,621 $ 9,048 $10,976
A reconciliation between the statutory federal income tax rate  and the effective rate  is as follows:
Years Ended December 31,
(in thousands) 1987 1986 1985
Federal statutory rate 
Adjusted for:
40.0% 46.0% 46.0%
State income tax 3.1 4.6 3.3
Tax exempt interest (14.6) (29.5) (26.3)
Tax credits (.4) (2.2) (8.4)
Long-term capital gain (.3) (2.0) (1.4)
Leveraged leases adjustm ent (4.2) (.3)
Other—net .1 (2.1) (.9)
Effective income tax rate 27.9% 10.6% 12.0%
The Tax Reform Act of 1986 (the “Act”) eliminated the investment tax credit as of January 1 ,  1986, 
with an exception for certain transitional assets. The Act also reduced the federal income tax rate 
beginning in 1987. As a result, Bancorp was required to recalculate deferred tax liabilities.
Footnote 2, Accounting Changes, describes the impact the new accounting statem ent had on 1987 
operations. Further, in 1986, the income tax  provision was reduced $3.5 million related to deferred 
taxes provided on leveraged leases.
Certain transactions affect net income for financial accounting purposes and taxable income in 
different years. The deferred income tax provision resulting from these differences was as follows:
Years Ended December 31,
(in thousands) 1987 1986 1985
Lease financing transactions $ (3,164) $19,668 $ 12,641
Leveraged lease transactions (407) (6,390) 7,298
Cash basis tax accounting (2,742) (4,441) 1,463
Accelerated tax  depreciation (659) 1,712 6,850
Loan loss provision 588 (8,462) (5,930)
Deferred loan fees and other income (6,129)
Net operating loss carryforwards 9,767 (5,612)
Tax credit carryforwards 11,606 9,153 (27,314)
Deferred tax liabilities of
purchased subsidiaries (3,810)
Other—net (1,190) (1,778)  1,737
$ (5,907) $19,229 $ (8,867)
Tax credits taken (primarily investment tax credits) were $657,000, $1,831,000 and $8,075,000 in 
1987, 1986, and 1985, respectively. At December 31, 1987, Bancorp had business tax credit carryfor­
wards of $14,299,000 expiring as follows: 1998—$353,000; 1999—$5,748,000; 2000—$7,635,000; and 
2001—$563,000.
Taxes related to gains on the sale of investment securities were $249,000, $2,991,000, and 
$1,840,000 in 1987, 1986, and 1985, respectively.
24
RESTATED
ALLEGHENY LUDLUM CORPORATION 
January 3 ,  1988
LIA BILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities
• • • •
Deferred income taxes 
Income taxes
25,124
6,666
28,972
1,076
• • • •
Total Current Liabilities 
Long-Term Obligations
183,662 219,422
• • • •
Deferred income taxes 50,709 48,223
• • • •
Note 1—Summary of Significant Accounting Policies
• • • •
Taxes on Income. Provisions for income taxes include deferred taxes resulting from differences 
between the value of assets and liabilities for financial and tax  purposes, using the liability method 
required by Statem ent of Financial Accounting Standards No. 96, “Accounting for Income Taxes” (see 
note 11). Provisions for taxes on income include investment tax credits (repealed by the Tax Reform Act 
of 1986 subject to certain transitional rules) using the flow-through method.
Note 2—Substantial Change of Ownership and Basis of Accounting
On December 28, 1986, the Company repurchased and retired all of the common stock and 
preference stock owned by a privately held company (approximately 86% of the outstanding common 
stock and 100% of the preference stock) for $177,960,000, consisting of $127,960,000 in cash and 
$50,000,000 of Senior Subordinated Notes. The substantial change in ownership resulted in the 
Company becoming a new reporting entity for financial reporting purposes.
The purchase method of accounting was used to account for this transaction, whereby assets and 
liabilities were stated a t fair value in accordance with Accounting Principles Board Opinion 16, 
“Business Combinations.” The consolidated balance sheet as of December 2 8 , 1986 reflects the alloca­
tion of the acquisition cost to net assets based on the estimated fair values of acquired assets and 
assumed liabilities a t December 2 8 , 1986, as restated for Statement of Financial Accounting Standards 
No. 96, “Accounting for Income Taxes. ” A summary of the purchase allocation adjustments is as follows:
Note 11—Taxes on Income
On December 3 0 ,  1987, the Financial Accounting Standards Board issued Statement of Financial 
Accounting Standards No. 96, “Accounting for Income Taxes.” The Company has elected early adoption 
of Statem ent 96 by restating its accounting for the substantial change in ownership as set forth in note 
2. The effect of this change was to record net deferred tax liabilities of approximately $77,195,000 as of 
December 2 8 , 1986, resulting from tem porary differences between the fair values of net assets acquired 
and their income tax  bases. Of this amount, $28,972,000, classified as current, related primarily to LIFO 
inventories and $48,223,000, classified as long-term, related primarily to pension obligations and 
properties, plants and equipment. Further, assets acquired and liabilities assumed (previously re­
corded net of tax) were restored to their full fair values.
There was no effect on shareholders’ equity a t December 2 8 , 1986, and the effect on net income for 
1987 was an increase of approximately $.07 per share. Predecessor information is not restated.
Income taxes (credits) consist of the following:
• • • •
• • • •
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(in thousands of dollars) 1987 1986 1985
(Predecessor)
Current:
Federal—before investm ent tax  credit $27,272 $12,461 $ 8,427
State 5,117 934 2,105
Investment tax credit (27) (954) (2,170)
32,362 12,441 8,362
Deferred:
Federal (1,826) 6,564 1,845
State 464 1,060 401
(1,362) 7,624 2,246
$31,000 $20,065 $10,608
$26,157 $11,902 $12,670
Income taxes paid. The following is a reconciliation of the statutory federal income tax rate  to the
actual effective income tax rate:
Percent of Pretax Income 1987 1986 1985
(Predecessor)
Federal tax rate
Increase (decrease) in taxes resulting from:
40.0% 46.0% 46.0%
Perm anent difference arising from purchase
accounting adjustm ents, including 
depreciation, pensions, and other items (7.4) (10.5)
Investment tax  credits
Net change attributable to tem porary
(1.9) (6.3)
differences classified as current which 
reversed during the year (4.4)
Research credit
State and local income taxes, net of federal
(.6) (2.7)
tax benefit 4.3 2.1 3.9
Other .2 1.8 .2
40.1% 40.0% 30.6%
Deferred taxes result from tem porary differences in the recognition of income and expenses for
financial and income tax  reporting purposes and differences between the fair value of assets acquired in 
business combinations accounted for as purchases and their tax  bases. The income tax effects of items
comprising the deferred income tax  expense are as follows:
(in thousands of dollars) 1987 1986 1985
(Predecessor)
Depreciation $ 871 $5,140 $5,554
W orkers’ compensation 132 358 (1,261)
Inventory valuation—net (3,502) 989 (1,869)
Deferred compensation and other benefit plans (790) 1,168 (811)
Other items 1,927 (31) 633
$(1,362) $7,624 $2,246
Through December 28, 1986, the Predecessor was a member of a consolidated group for federal 
income tax purposes and was a party  to an agreement which generally provided tha t the Company will 
pay the separate tax  liability of the Company and its subsidiaries as if it had filed a separate tax return. 
Commencing in 1987, the Company and its subsidiaries formed their own consolidated group.
• • • •
Note 16—Quarterly Data (Unaudited) (in thousands o f dollars except per share amounts)
• • • •
The first three quarters of 1987 have been restated for Statem ent No. 96 (see note 11). The effect of 
the restatem ent was to increase (decrease) operating income by $ (53,000), $27,000 and $1,105,000. Net
26
income and net income per share increased by $345,000, $367,000 and $304,000 and $.02, $.02 and $.02, 
respectively.
BMC INDUSTRIES INC. 
December 31 , 1987
Long-Term Debt 67,142 3,275
Other Liabilities 5,672 4,730
Deferred Income Taxes 834
• • • •
1. Summary of Significant Accounting Policies
• • • •
Income Taxes. When applicable, provisions are made for deferred income taxes resulting from 
differences between the time transactions are recorded for financial statem ent purposes and the time 
they affect taxable income. Investm ent tax credits are accounted for by the flow-through method. As 
explained in note 10, the Company has retroactively adopted Financial Accounting Standards Board 
Statement No. 96, “Accounting for Income Taxes.”
• • • •
10. Income Taxes
The provision for income taxes is based on earnings (loss) before income taxes, as follows:
Years Ended December 31, 1987 1986 1985
Continuing Operations: 
Domestic $2,066 $(2,043) $ (1,470)
Foreign 6,493 4,685 3,334
Total Continuing Before Extraordinary 
Gain 8,559 2,642 1,864
Discontinued Operations:
Domestic:
(Loss) from operations 
Provision for (loss) on disposal (5,000)
(10,622)
(57,625)
Foreign:
(Loss) from operations 
Provision for (loss) on disposal 
Total Discontinued (3,000)
(1,175)
(2,375)
(71,797)
Extraordinary Gain
Total Earnings (Loss) Before Income Taxes $8,559 $(2,358)
2,620
$(67,313)
The provision for income taxes is attributable to the various elements of earnings (loss) before
income taxes above, as follows: 
Years Ended December 31, 1987 1986 1985
Continuing Operations: 
Domestic $ 326 $ 375 $ 95
Foreign 3,724 2,471 1,779
Total Continuing 4,050 2,846 1,874
Discontinued Operations: 
Domestic:
(Loss) from operations 
Foreign:
(Loss) from operations 
Total Discontinued 
Income Tax Expense $4,050 $2,846
183
23
206
$2,080
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The provision for income taxes consists of:
Differences in taxation of foreign earnings relate primarily to full taxation, for reporting purposes, 
of foreign earnings a t rates in excess of the U.S. statutory rate. In 1986 and 1985, the Company’s West 
German subsidiary declared dividends of $3,243 and $3,999, respectively. The tax provisions for 1986 
and 1985 reflect no U.S. tax  benefit for foreign tax  credits related to these dividends. Undistributed 
earnings of the W est German subsidiary included in retained earnings at December 31, 1987 were 
approximately $2,700.
In 1987, tax  benefits were realized for $1,620 of losses recognized for financial reporting purposes in 
prior years. The Company also incurred capital losses in 1987 which may only be used to offset future 
capital gains. No tax  benefit was recognized in 1986 and 1985 for net operating losses of domestic 
continuing operations, nor for provisions for operating losses and losses on disposal of discontinued 
operations.
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Years Ended December 31,
Current:
State
Foreign
Deferred—foreign 
Income Tax Expense
1987 1986 1985
$ 326 $ 375 $ 278
2,890 2,471 1,802
834
$4,050 $2,846 $2,080
In the fourth quarter of 1987, the Company changed its method of accounting for income taxes to 
conform to the new requirem ents of Financial Accounting Standards Board Statem ent No. 96, 
“Accounting for Income Taxes.” This change in accounting method has been applied by retroactively 
restating the financial statem ents for the third quarter of 1987 through 1982. The principal impact of 
adopting Statem ent No. 96 was to eliminate the previously recorded income tax effects of differences 
between amounts assigned to certain assets acquired in the 1982 Camelot acquisition and the tax bases 
of those assets. As a result, the beginning balance of retained earnings in the accompanying Consoli­
dated Statements of Stockholders’ Equity has been decreased by $6,417 reflecting the cumulative effect 
of the accounting change through tha t date. The effects of the change on the Consolidated Statements of 
Operations are as follows:
Years Ended December 31,
Net Earnings (Loss):
Effect on continuing operations 
Effect on discontinued operations 
Effect on Net Earnings (Loss) 
Earnings (Loss) P er Share 
Effect on continuing operations 
Effect on discontinued operations 
Effect on Earnings (Loss) P er Share
1987 1986 1985
$599 $1,304 $ 54
166
$599 $1,304 $220
$ .11 $ .25 $ .01
.03
$ .11 $ .25 $ .04
The differences between income taxes at the United States federal statutory tax rate and actual 
income tax expense are as follows:
Years Ended December 31,
Tax a t statutory rate 
Differences in taxation of foreign earnings 
Realization of tax  benefit of prior year 
losses
State income taxes, net of federal benefit 
Domestic losses for which no tax  benefits 
were provided
Amortization of Camelot acquisition 
deferred credit
Amortization of cost in excess of net 
assets acquired 
Other items 
Income Tax Expense
1987 1986 1985
$2,424 $(1,085) $(30,964)
933 390 1,918
(648)
196 202 150
155 3,657 31,259
(29) (307) (628)
334
19 (11) 11
$4,050 $ 2,846 $ 2,080
For financial reporting purposes a t December 3 1 , 1987, the Company has approximately $69,000 of 
net operating loss carryforwards and $13,000 of net capital loss carryforwards available to offset future 
taxable domestic earnings and capital gains, respectively, the majority of which are available through 
2001. The Company also has approximately $1,100 of general business credit carryforwards available to 
offset future federal tax  liabilities through 2000.
F or tax purposes, the Company has net operating loss carryforwards of approximately $66,000, net 
capital loss carryforwards of approximately $13,000 and general business credit carryforwards of 
approximately $1,100 available through 2001 to offset future federal tax liabilities.
The Company also has, as a result of the Camelot acquisition, net operating loss and general 
business credit carryforwards of $4,500 and $35, respectively, for financial reporting and tax purposes. 
These carryforwards are available through 1998 to offset future Camelot taxable income and income 
taxes.
The principal differences between U.S. net operating losses for financial reporting purposes and 
tax purposes are timing in recognizing losses relating to the disposition of discontinued operations, the 
use of different depreciation methods for book and tax  purposes, and inventory reserve differences. 
Deferred foreign tax liabilities are attributable principally to differences in depreciation expense and 
timing in recognizing exchange gains and losses between financial reporting under U.S. accounting 
principles and German tax  reporting.
• • • •
Selected Quarterly Data (Unaudited)
• • • •
n(l) Restated to reflect the retroactive adoption of Financial Accounting Standards Board State­
ment No. 96, “Accounting for Income Taxes.” The effect of the restatem ent was to increase earnings 
from continuing operations and net earnings in the third quarter of 1987 by $93 or $.01 per share and the 
fourth quarter of 1986 by $1,304 or $.25 per share.
COMPUTER CONSOLES, INC.
December 31, 1987
Long-Term Debt (note 5) 84,789 126,810
Deferred Income Taxes (note 7) 2,534 3,734
• • • •
7. Income Taxes
In 1987, the Company adopted Statement of Financial Accounting Standards No. 96, “Accounting 
for Income Taxes.” The 1986 financial statem ents have been restated to reflect the retroactive 
application of this change in accounting principle. The effect of this restatem ent on 1986 results as 
previously reported, was to increase the net loss by $1.4 million, or $ .11 per share. The effect on 1987 
was a reclassification of $3.5 million, or $ .26 per share, which increased income before extraordinary 
items and reduced the extraordinary items which would have otherwise been reported. This primarily 
reflects the inclusion of tax  carryforwards in the provision for income taxes, and had no effect on net 
income. The retroactive application of this change did not have any effect on 1985 as previously 
reported.
The components of the income tax provision (benefit) were as follows (in thousands):
1987 1986 1985
Current:
Federal $1,655 $ 252
State 2,300 300
Foreign 100 60
Deferred
4,055
(1,455)
612
1,400 (16,853)
Total Provision $2,600 $2,012 $(16,853)
The Federal provision was comprised of the Alternative Minimum Tax and the Federal income tax 
for the Company’s Foreign Sales Corporation (FSC). The provision for deferred taxes in 1987 and 1986
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resulted primarily from differences between the accounting practice for financial and tax purposes in 
the recognition of income from lease contracts. The 1985 tax benefit of $16,853,000 was attributable to 
the carryback to prior years of a net operating loss and was recognized, on a carryback basis, as a 
reduction of deferred tax  credits. In computing the tax  provisions, all credits against the tax  were 
accounted for under the flow-through method.
The following is a summary of the Company’s carryforwards at December 31, 1987 (in thousands):
Amount Expiration Dates
Operating Losses:
Financial Reporting
Tax Reporting 15,500 2000-2001
Tax Credits:
Financial Reporting $10,200 1989-2001
Tax Reporting 15,700 1989-2001
The credit carryforwards have been reduced as required pursuant to the Tax Reform Act of 1986.
Income taxes were computed a t ra tes other than the statutory income tax rate  due to the following 
items (in thousands):
1987 1986 1985
%  of % of % of
Pretax Pretax Pretax
Amount Income Amount Income Amount Income
Tax expense (benefit)
a t statutory rate $4,884 40% $(1,091) (46)% $(27,031) (46)%
State income taxes 
Benefit of net operating
1,100 9 300 13 (624) (1)
loss carryforwards and 
credits (utilized) not 
recognized (3,800) (31) 1,387 58 12,563 21
FSC Benefit 
Foreign Subsidiaries in
(324) (3) (570) (24) (214)
loss position 
receiving no tax benefit 711 6 511 22
Foreign Tax 100 1 60 2
Alternative Minimum Tax 
Investment tax  credit 
Research and development
(245) (2) 1,400 59
(700) (1)
tax credits (900) (2)
Other, net 174 1 15 1 53
$2,600 21% $2,012 85% $(16,853) (29)%
•  •  •  •
13. Quarterly Financial Data (Unaudited)
As explained in note 7, the Company adopted Statem ent of Financial Accounting Standards No. 96 
(Accounting for Income Taxes) during the fourth quarter of 1987. Quarterly results for 1987 and 1986 
have been restated to reflect the retroactive application of this change. The first three quarters of 1987 
have been restated to reflect the inclusion of tax carryforwards in the provision for income taxes. The 
effect on 1986 results was an increase in the net loss of $1.4 million ($.11 per share) and was entirely 
applicable to the fourth quarter.
FLEMING COMPANIES, INC.
December 26, 1987
55,266 56,264
51,792 42,967
Long-term obligations under capital leases 
Deferred income taxes
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Earnings before cumulative effect of change 
in accounting for income taxes 
Cumulative effect of change in accounting 
for income taxes
1987
49,487
1986
61,625
34,650
1985
65,555
•  •  •  •
Summary of Significant Accounting Policies
•  •  •  •
Federal and state income taxes. Deferred income taxes arise from tem porary differences between 
financial and tax  reporting, principally depreciation, capitalized leases, inventories, bad debt expense 
and associates’ benefits expense. Investment tax credits are accounted for using the flow-through 
method, which recognizes the benefit in the year in which the assets are placed in service.
•  •  •  •
Accounting Change
In the fourth quarter of 1987, the company retroactively changed its method of accounting for 
income taxes as a result of the issuance of Statem ent of Financial Accounting Standards No. 96, 
Accounting for Income Taxes. Accordingly, the financial statements for 1986 have been restated. I t was 
not practical to restate  years prior to 1986.
The change had the effect of reducing 1986 net earnings by $17.8 million or 68 cents per share 
including $34.7 million or $1.32 per share for the cumulative effect on years prior to 1986.
If  the new method of accounting for income taxes had not been adopted for the year ended 
December 26, 1987, reported net earnings would have been decreased by $1.9 million or seven cents per 
share.
•  •  •  •
Federal and State Income Taxes
The provision for federal and state income taxes includes the following:
(in thousands) 1987 1986 1985
Current:
Federal $29,828 $32,650 $33,386
State 5,210 5,260 4,612
Investm ent tax credit (1,389) (3,839)
Other tax  credits (235) (988) (938)
Deferred:
Federal (726) 279 6,543
State 125 844 777
Statutory rate  decrease 
Total provision $34,202
(13,570)
$23,086 $40,541
The deferred tax  provisions in 1987, 1986 and 1985 include $4.4, $4.6 and $9.9 million, respectively, 
related to depreciation tem porary differences. The deferred tax provisions in 1987 and 1986 include $2.4 
and $2.8 million, respectively, of tax benefit tem porary differences related to amounts included in costs 
of restructuring, asset revaluations and merger. The effective income tax rates are different from the 
statutory federal income tax  rates for the following reasons:
1987 1986 1985
Statutory income tax  rate 40.0% 46.0% 46.0%
State income taxes, net of federal tax benefits 4.0 4.1 2.8
Investment tax  credit (1.7) (3.7)
Dividends received deduction (1.2) (1.0) (.4)
Acquisition related differences 1.3 1.1 (4.4)
Rate change on tem porary differences (1.9) (18.7)
Other .3 (1.1) (.8)
Effective income tax  rate 42.5% 28.7% 39.5%
•  •  •  •
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Quarterly Financial Data
(in thousands, except per share amounts)
(Unaudited)
F irst Second Third
(16 Weeks) (12 Weeks) (12 Weeks)
1986
•  •  •  •
Earnings before cumulative effect of change 
in accounting for income taxes 
Cumulative effect of change in accounting
18,015 14,735 10,909
for income taxes 34,650
Net earnings Goss) $(16,635) $14,735 $10,909
• • • •
See accounting change in the notes to the financial statem ents for a description of SFAS No. 96, 
Accounting for Income Taxes, which was adopted in 1987 effective the beginning of the first quarter of 
1986. The effective tax  ra te  in the fourth quarter of 1987 was 13.8% compared to 42.5% for the year as a 
result of changes in estim ates of tem porary differences. The tax  benefit in the fourth quarter of 1986 is a 
result of enacted statutory ra te  changes reduced by changes in estimates of tem porary differences.
KANSAS GAS AND ELECTRIC COMPANY 
December 31, 1987
Deferred Credits and Other Liabilities
Deferred income taxes (note 8) 218,742 236,271
• • • •
1. Summary of Significant Accounting Policies
• • • •
Income Taxes—The Company has adopted Statem ent of Financial Accounting Standards No. 96, 
Accounting for Income Taxes (SFAS 96), in 1987, and has elected to restate its 1986 and 1985 financial 
statem ents to conform to the provisions of this statement. This statem ent requires the Company to 
establish deferred tax  liabilities or assets, as appropriate, for all tem porary differences, and to adjust 
deferred tax balances to reflect changes in tax rates expected to be in effect during the periods in which 
the tem porary differences reverse. The significant tem porary differences tha t give rise to the net 
accumulated deferred income tax liabilities as of December 31, 1987 and 1986 include accelerated tax 
depreciation, AFC, unamortized investment tax credits, deferred gain from sale-leaseback, and phase- 
in revenues.
In accordance with various ra te  orders received from the KCC, the Company has not yet collected 
through rates the amounts necessary to pay a significant portion of the net deferred income tax 
liabilities recorded at December 31, 1987 and 1986. As the Company believes it is probable tha t the net 
future increases in income taxes payable will be recovered from customers through future rates, it has 
recorded net deferred regulatory revenue assets for the portions of the net income tax liabilities not yet 
collected through rates. These assets are also a tem porary difference for which additional deferred 
income tax liabilities have been provided at each balance sheet date.
The effects of adopting SFAS 96 on net income for the years ended December 31, 1987 and 1985 
were not significant; 1986 net income was reduced by $7.8 million.
Investment Tax Credits—The Tax Reform Act of 1986 repealed the investment tax  credit on 
property placed into service after December 31, 1985, subject to certain transition rules. In accordance 
with KCC requirements, investment tax  credits relating to utility property placed into service are 
deferred when utilized and are being amortized to income over the remaining lives of the related 
property.
• • • •
8. Income Taxes
The effective federal income tax  rates differ from the amounts computed by applying the federal
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statutory rates to income before federal income taxes. The reasons, with related percentage effects, 
are:
1987 1986 1985
Statutory federal income tax rate 40% 46% 46%
Add (Deduct) income tax  effects of:
Phase-in revenues (note 2) (17)
Accelerated amortization of deferred
income tax  credits (note 2) (11) (33)
Effect of change in tax  rates 18
Allowances for other funds used during
construction (21)
Depreciation 6 35
Benefit from state income taxes (2) (7) (2)
Amortization of investment tax  credit (2) (3) (1)
Other items—net (no one item makes up
more than 2%) 1 3 3
Effective federal income tax  rate 15% 59% 25%
Income taxes as recorded in the Statem ents of Income are:
1987 1986 1985
(thousands o f dollars)
Operating expenses:
Currently payable—
Federal $ 32,858
State 15,736
Deferred—
Federal (65,729) 19,190 24,101
State (11,763) 3,333 3,432
Investment tax  credit—
Deferral 54,542
Amortization (2,856) (1,384) (1,052)
Total 22,788 21,139 26,481
Other income and deductions:
Currently payable—
Federal 1,017
State 430
Deferred—
Federal 25,608 8,858
State 4,031 1,394
Investment tax  credit amortization (90)
Total 1,357 29,639 10,252
Disallowance of plant costs—deferred
(note 2) (34,475)
Change in accounting method—deferred
(note 1) 10,763
Income tax  expense—net $ 24,145 $27,066 $36,733
Deferred income taxes consist of:
Accelerated depreciation 34,464 54,780 41,179
Disallowance of plant costs (note 2) (34,475)
Phase-in revenues (note 2) 26,876 7,536
Unbilled revenues (2,550) 10,199
Accelerated amortization (13,015) (13,920)
AFC—borrowed (144) (278) 23,012
Overhead capitalized—net 115 433 6,467
Net operating tax  loss 47,291 (13,160) (40,198)
Deferred gain on sale-leaseback (140,926)
Other—net (2,727) (2,005) (211)
Total $(77,492) $28,450 $37,785
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A t December 31, 1987, the Company has unused investment tax credits of approximately $35 
million available for carryforward to future years which, if not utilized, will expire in the years 2000 
through 2002. As a result of the Tax Reform Act of 1987, these unused credits will be reduced to 
approximately $28 million effective January 1, 1988. These credits have been applied in determining the 
Company’s net deferred income tax liability and corresponding deferred regulatory revenue asset at 
December 31, 1987.
• • • •
11. Quarterly Financial Statistics (Unaudited)
• • • •
As discussed in notes 1 and 2, the Company elected to adopt in 1987 SFAS 90 and SFAS 96 by 
restating its financial statem ents from prior periods. As a result, net loss and loss applicable to common 
stock for the fourth quarter of 1986 have been increased by approximately $52.8 million, or $1.30 per 
share, from previously reported amounts.
KOLLMORGEN CORPORATION
December 31, 1987
Long-term debt 63,107 57,438
Deferred income taxes 1,362 1,035
• • • •
Note 6. Taxes on Income
The components of income (loss) before the effect of income taxes were as follows:
1987 1986 1985
Domestic $932 $(21,656) $(21,133)
Foreign (67) (967) 2,020
Total $865 $(22,623) $(19,113)
The Company adopted Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes,” beginning with the year 1986. As a result, the provision for income taxes for the year 
ended December 31, 1987, reflects the applicable income tax benefit of net operating loss carryovers 
rather than reporting such benefit as an extraordinary item. The source of income tax provisions and 
benefits included in the consolidated statem ents of income were:
1987 1986 1985
Current provision (benefit): 
U.S. Federal $328 $ (3,742)
Foreign 444 1,062 778
State 100
Less utilization of net operating loss carryover (245)
627 1,062 (2,964)
Deferred provision (benefit): 
U.S. Federal 462 (3,738) (9,359)
Foreign 142 52
State
Less utilization of net operating loss carryover (651)
(476)
(47) (3,738) (9,783)
Total $580 $(2,676) $(12,747)
Deferred tax  provisions (benefit) result from differences in the years in which certain elements of 
income or expense are included in financial statem ents and income tax returns. Deferred taxes related 
to the following tem porary differences:
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1987 1986 1985
Carryover value of certain tax  credits and losses $ (651) $(3,738) $(6,786)
Gross margins on long-term contracts (168) (2,029)
Depreciation expense (23) 1,788
Provision for costs not currently deductible 1,024 (1,716)
Cash basis accounting (294) (557)
Installment sale 19 (191)
Difference between fiscal and tax  years of
Domestic International Sales Corporation (158)
Other Items 46 (134)
$ (47) $(3,738) $(9,783)
The effective income tax  ra te  is different from the U.S. federal statutory rate for the following
reasons:
1987 1986 1985
Income tax provision (benefit) if computed a t
U.S. federal rates $346 $(10,407) $ (8,792)
Investm ent credits earned (1,500)
Research credits (1,000)
Non-taxable income resulting from m erger of
subsidiary (629)
Export incentives 280 (484)
Benefit of net operating loss carryover 6,223
State income taxes net of federal benefit 60 (257)
Earnings of foreign subsidiaries 657 1,228 38
Alternative minimum tax 83
Utilization of net operating loss carryover (896)
Operating loss of subsidiary not included in
consolidated return 303
Other 27 (123)
$580 $ (2,676) $(12,747)
During 1985, a  company that had been an operating subsidiary was merged into the Company 
under state statute. The transaction resulted in approximately $1.4 million of non-taxable income.
A t December 31, the undistributed earnings of foreign subsidiaries for which no federal income tax 
has been provided were $5.9 million in 1987, $6.6 million in 1986 and $8.4 million in 1985. I t is the 
intention of the Company to reinvest these earnings indefinitely.
As of December 31, 1987, the Company has unused operating loss carryovers of $12 million for 
financial reporting purposes and $16 million for tax  reporting purposes which expire in various years 
through 2001.
Certain federal and foreign tax  credits of $4.3 million are available to reduce U.S. income taxes in 
future years. Of tha t amount $1.7 million expire in various years through 1992 and $2.6 million in various 
years through 2001.
Cash payments made for income taxes amounted to $.4 million in 1987, $1.4 million in 1986 and $.3 
million in 1985.
• • • •
Summary of Significant Accounting Policies
• • • •
Income Taxes. The Company adopted Statem ent of Financial Accounting Standards No. 96, 
"Accounting for Income Taxes,” beginning with the year 1986. As a result, the provision for income 
taxes for the year ended December 31, 1987, reflects the applicable income tax benefit of net operating 
loss carryovers ra ther than reporting such benefit as an extraordinary item.
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MATTEL, INC. 
December 26, 1987
Long-Term Liabilities
• • • •
Deferred income taxes 
Other
Total long-term liabilities
19,000
28,258 26,825
284,852 301,044
• • • •
Note 1. Summary of Significant Accounting Policies
• • • •
Income Taxes—Deferred income taxes are provided for the income tax consequences when tax 
laws and financial accounting standards differ in the recognition and measurement of assets, liabilities, 
revenues and expenses. United States income taxes are not provided on foreign earnings which are 
expected to be permanently invested.
• • • •
Note 5. Income Taxes
In fiscal 1987, the Company adopted Statement of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes” (“SFAS 96”). The provisions of SFAS 96, which requires an asset and 
liability approach in accounting for income taxes, have been applied retroactively to the beginning of 
fiscal 1983. Accordingly, retained earnings as of January 29, 1983 were reduced by $2.5 million (the 
cumulative effect through December 29, 1984 was $16.9 million).
The effect of this change was to increase the fiscal 1986 net loss by $7.3 million ($.19 per share). 
With respect to fiscal 1985, income before extraordinary item increased $20.6 million ($.42 per share) 
without changing net income as the previously reported extraordinary item arising from utilization of 
net operating losses is classified under SFAS 96 as a reduction of the provision for income taxes.
Consolidated pretax (loss) income consists of the following (in thousands):
1987
For Fiscal Year 
1986 1985
U.S. operations $(108,594) $(32,598) $ 45,871
Foreign operations 44,299 70,947 61,654
$ (64,295) $38,349 $107,525
The provision for current income tax expense (benefit) consists of the following (in thousands):
1987
For Fiscal Year 
1986 1985
Federal
State 200 1,800
$18,400
3,800
Foreign 29,300 44,800 29,400
Benefits of net operating 
loss carryforwards (1,300) (20,600)
Investm ent and research 
tax  credits
$28,200 $46,600
(2,200)
$28,800
In connection with the quasi-reorganization (note 2), the Company recorded, by a charge to 
additional paid-in capital, deferred income tax liabilities of $19 million resulting from the revaluation of 
certain of its assets.
Differences between the provision for income tax expense at the United States federal statutory 
income tax  ra te  and the provision in the Consolidated Results of Operations were as follows (in 
thousands):
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1987
Provision—federal statutory rate 
Increase (decrease) resulting from:
Losses without income tax  benefit 
Foreign earnings taxed a t different rates, 
including withholding taxes 
Utilization of net operating loss 
carryforwards
Acquired foreign net operating loss 
benefit
State and local taxes, net of federal 
income tax benefit for 1985 
Investm ent tax  credits 
Research and development tax  credits 
Adjustments to prior year accruals 
Provision
For Fiscal Year________
1986 1985
$(25,700) $17,600 $49,500
51,000 15,800
10,100 11,400 1,500
(1,300) (20,600)
(6,100)
200 1,800 2,100
$28,200 $46,600
(1,600)
(600)
(1,500)
$28,800
Foreign subsidiary dividends amounted to approximately $36 million in fiscal 1987 and $43 million 
in fiscal 1986. The cumulative amount of undistributed earnings of foreign subsidiaries which the 
Company intends to permanently invest and upon which no deferred U.S. income taxes have been 
provided is $112 million. Foreign taxes of approximately $10 million would be due upon remittance of 
these earnings.
The Company has a federal net operating loss carryforward for financial statem ent purposes at 
December 26, 1987 of approximately $292 million. The loss is comprised of a $233 million operating loss 
carryforward for tax  purposes (expiring in fiscal 1999 to 2002) and approximately $59 million of 
deductions to be claimed in future year tax returns. The Company also has a capital loss carryforward of 
approximately $29 million which expires in fiscal 1989. In  addition, certain foreign subsidiaries have net 
operating loss carryforwards totaling approximately $32 million (approximately $21 million with no 
expiration date; $11 million expiring in fiscal 1992 to 1995).
The Internal Revenue Service is currently examining the Company’s federal income tax returns for 
the years ended January 31, 1981 through December 29, 1984. In the opinion of management, adjust­
ments, if any, resulting from these examinations will not have a materially adverse effect on the 
Company’s financial position or results of operations.
•  •  •  •
Note 11—Quarterly Financial Information (Unaudited)
•  •  •  •
(c) The net loss and related per share amounts in the fourth quarter of fiscal 1986 differ from 
amounts originally reported ($19.6 million and $.53, respectively) due to the restatem ent for SFAS 96, 
“Accounting for Income Taxes” (see note 5).
•  •  •  •
The fourth quarter tax  provision in fiscal 1986 was higher than the comparable 1987 amount due to a 
higher than anticipated loss from U.S. operations and a higher provision for taxes on foreign earnings.
NODAWAY VALLEY CO. 
January 31, 1988
C urrent Liabilities
•  •  •  •
Federal and state  income taxes 
Deferred income taxes
•  •  •  •
184
126
155
337
37
Long-Term Debt, less current 
portion—note E 7,992 6,774
Deferred Employee Benefits 130 286
Deferred Income Taxes 1,470 1,409
• • • •
Note H. Income Taxes
On December 30, 1987, the Financial Accounting Standards Board issued Statem ent of Financial 
Accounting Standards No. 96, “Accounting for Income Taxes.” The Company elected to adopt the 
provisions of this Statem ent retroactive to its fiscal year beginning February 1, 1983; accordingly, the 
consolidated financial statem ents for 1987 and 1986 have been restated to apply the new method 
retroactively. The effect of adopting the Statement on net income for 1987 and 1986 is as follows:
1987 1986
Net income as previously reported 
Adjustment for effect of retroactive
$ 946,024 $1,352,709
adoption of FASB Statem ent No. 96 378,000 (122,000)
Net income as restated $1,324,024 $1,230,709
Income per share:
Net income as previously reported 
Adjustment for effect of retroactive
$.40 $.58
adoption of FASB Statem ent No. 96 .15 (.05)
Net income as restated $.55 $.53
Income tax  expense, after restatem ent in 1987 and 1986, consisted of the following:
_______ Year Ended January 31
1988 1987 1986
Current (recoverable):
Federal $585,000 $182,000 $ (283,000)
State 141,000 123,000 95,000
Less realization of prior year’s 
unrecognized tax  benefits (90,000)
(150,000) (116,000) 772,000
Deferred: (credit)
Adjustment to deferred tax  liability for 
enacted reduction in federal income 
tax  rates (credit)
Equivalent charge in lieu of income taxes 
resulting from use of pre-acquisition net 
operating loss and investm ent tax  credit 
carryforwards and other purchase price 
adjustm ents relating to acquired 
subsidiary 199,000
(378,000)
633,000 548,000
$685,000 $444,000 $1,132,000
Deferred income tax  expense (credit) resulted from the following:
1988 1987 1986
Excess tax depreciation $ 81,000 $ 102,000 $374,000
Loss on disposal of subsidiary 
Lease income accounted for by the 
operating method for tax purposes
(41,000)
(240,000) (50,000)
Forgiveness of amounts due from officer 83,000 (18,000) (22,000)
Revenue recognized on jobs in process (135,000) (3,000) 448,000
Vacation pay accrual 
Other
(45,000)
(93,000) 43,000 22,000
$(150,000) $(116,000) $772,000
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The differences between total income tax expense and the amount computed by applying the 
statutory federal income tax ra te  to income before income taxes are as follows:
Year Ended January 31
1988 1987 1986
Statutory rate  (1988—39%; 1987 and 
1986—46%) applied to pre-tax income 
Add (deduct):
$736,000 $813,000 $ 877,000
Investm ent tax  credit
(flow-through method) (145,000)
Other credits (42,000) (62,000)
Change in method of accounting—note J  
Realization of prior year’s unrecognized
210,000
tax  benefits relating to term inated 
deferred compensation arrangem ents (90,000)
Effect of use of capital gains ra te  on
gain on sale of processing plant (79,000)
State taxes, net of federal effect 
Adjustm ent to deferred tax liability
(4,000) 51,000 123,000
for enacted reduction in federal 
income tax  rates (378,000)
Unrecognized future tax  benefits 12,000 61,000 36,000
Other items 31,000 18,000 93,000
Total income tax  expense $685,000 $444,000 $1,132,000
THE REECE CORPORATION 
January 2, 1988
16,821 
2,052 
131
Long-term debt (note 5) 15,147
Pension reserves (note 7) 2,023
Deferred income taxes (notes 2 and 6) 217
• • • •
2. Summary of Significant Accounting Policies
• • • •
Income Taxes. In 1987, the Company elected early adoption of FASB Statem ent No. 96, “Account­
ing for Income Taxes,” with retroactive application to all periods presented in the accompanying 
financial statements. FASB Statem ent No. 96 requires the Company to change from the deferred 
method of accounting for income taxes as promulgated by Accounting Principles Board Opinion No. 11 
to the liability method. The liability method accounts for deferred income taxes by applying the 
statutory rates in effect a t the balance sheet date to differences between the book and tax  basis of assets 
and liabilities. The resulting deferred tax liabilities, and assets in some cases, are adjusted each year to 
reflect changes in tax  laws or rates. The net effect of changes in the deferred tax  liability and assets 
accounts from year to year are included in the deferred provision for income taxes (see note 6).
The adoption of this new accounting standard for income taxes had no material effect on 1987 net 
income. However, retroactive application of the new standard resulted in increasing 1986 net income by 
$100,000 or $.04 per share and decreasing 1985 net income by $227,000 or $.09 per share. Further, 
application of the standard to years prior to 1985 resulted in a downward adjustm ent to retained 
earnings at the beginning of 1985 of $650,000.
The Company does not provide for additional taxes which may become due on the distribution of 
foreign earnings currently retained to finance foreign operations because it is not known if, or what 
amount of, these earnings will be rem itted to the United States.
• • • •
6. Income Taxes
The components of income before provision for income taxes consist of the following (dollars in 
thousands):
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For Fiscal Year
1987 1986 1985
Domestic income (loss) $ 80 $1,520 $ (676)
Foreign income (loss) 2,325 (209) 1,197
Total income $2,405 $1,311 $ 521
A reconciliation of the statutory U.S. federal tax  rate and the effective tax rate  is as follows:
Fiscal Year
1987 1986 1985
Statutory U.S. federal tax rate
Add (less) items that give rise to rate  differences:
40% 46% 46%
State income taxes, net of federal income tax benefit 
Foreign income taxed at rates different than the
2 2 7
U.S. statutory rate 32 28 20
Investment tax credits (7) (4) (33)
Provision (reversal) for under (over) accrued taxes 11 (1) (69)
Tax benefit from prior years’ losses 
Losses on which no income tax benefit
(49) (46)
could be recognized 
Alternative minimum tax 5
89
Other items (1) (2) (2)
Effective tax  rate 33% 23% 58%
The components of the provision (credit) for income taxes are as follows (dollars in thousands):
Federal Foreign State Total
Fiscal Year 1987:
Current $ 1,013 $488 $80 $1,581
Deferred 84 (48) 36
Investment tax credits (12) (12)
Reduction in current provision
due to tax loss carryforwards (808) (17) (825)
Total $ 289 $411 $80 $ 780
Fiscal Year 1986:
Current $ (16) $126 $48 $ 158
Deferred 192 192
Investment tax  credits (50) (50)
Total $ (66) $318 $48 $ 300
Fiscal Year 1985:
Current $ (71) $220 $71 $ 220
Deferred 259 259
Investment tax  credits (174) (174)
Total $ (245) $479 $71 $ 305
The income tax  provisions for 1987 and 1986 contain benefits from the utilization of both domestic 
and foreign net operating loss carryforwards. The Company has domestic tax basis loss carryforwards 
of $1.2 million which will expire in the year 2001 and foreign loss carryforwards of $1.3 million with no 
expiration.
As discussed in note 2, the Company does not provide for additional taxes which may become due on 
the unrem itted earnings retained to finance foreign operations. I t is not practicable to determine the 
actual tax liability that would accrue if those earnings were to be remitted. However, if full distribution 
were made, withholding tax payments of approximately $800,000 would be required.
Under the liability method (see note 2), deferred tax liabilities or assets are determined at each 
financial statem ent date by applying the provisions of enacted tax laws to measure the deferred tax 
consequences of tem porary differences arising from the recognition of revenue and expense for tax  and 
financial statem ent purposes tha t result in net taxable or deductible amounts in future years. The 
deferred provision (credit) for income taxes results from the differences between the deferred tax 
liability or asset balances a t the beginning and end of each year. The types of tem porary differences tha t 
give rise to significant portions of deferred tax  liabilities or assets are as follows (dollars in thousands):
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Fiscal Year
Provision (Credit or Benefit) 
Cumulative Temporary Differences:
1987 1986 1985
Inventory provisions for book in excess of tax $(202) $ (241) $(2,107)
Pension income for book in excess of tax (109) (347) (607)
Depreciation expense for tax in excess of book 
Elimination of intercompany profit in inventory
694 1,570 2,266
and rental machines
Foreign dividend income accrued but not paid
(378)
459
(202) (458)
Other, net
Cumulative tem porary differences before 
utilization of tax  loss and credit
(41) (234) 662
carryforwards 423 546 (244)
Utilization of tax  loss and credit carryforwards (439) (598)
Net deferred tax  liability (asset), a t end of year 
Net deferred tax  liability (asset), at
(16) (52) (244)
beginning of year (52) (244) (503)
Deferred provision for income taxes $ 36 $ 192 $ 259
• • • •
Quarterly Financial Information (Unaudited)
• • • •
Note to Selected Quarterly Financial Information
A. As more fully discussed in notes 2 and 6 to the Company’s consolidated financial statem ents 
included elsewhere in this Annual Report to Shareholders, in the fourth quarter 1987, the Company 
elected early adoption of Financial Accounting Standards Board Statem ent No. 96, “Accounting for 
Income Taxes.” Adoption of this new accounting standard required the Company to change from the 
deferred method of accounting for income taxes as promulgated by Accounting Principles Board 
Statem ent No. 11 to the liability method. Further, the Company elected to apply this new accounting 
standard retroactively to all prior periods.
Adoption of this new accounting standard for income taxes had no material effect on the previously 
reported results for 1987. However, retroactive application to 1986 resulted in the following changes to 
net income and net income per common share:
Previously Reported As Restated Above
Net Income Per Share Net Income Per Share
F irst Quarter $153 $.06 $ 195 $.08
Second Quarter 202 .08 236 .09
Third Quarter 97 .04 103 .04
Fourth Quarter 459 .18 477 .19
Year $911 $.36 $1,011 $.40
VF CORPORATION 
January 2, 1988
Current Liabilities
• • • •
Federal and state income taxes 14,534 10,124
Deferred income taxes 38,774 12,920
• • • •
Note C. Accounting Changes
In 1987, the Company retroactively adopted FASB Statement No. 96, Accounting for Income 
Taxes. Under the new Statem ent, the effect of changes in corporate income tax  rates on deferred 
income taxes is recognized as an adjustm ent to income tax expense. Under prior rules, deferred taxes
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were not adjusted for changes in tax  rates. The new method of accounting increased 1987 net earnings 
by $4.7 million ($.07 per share) and previously reported 1986 net earnings by $7.1 million ($.11 per 
share). There was no effect on 1985 results.
The Statem ent also requires tha t deferred taxes be recorded for the tax  effects of differences 
between assigned values and the tax  basis of assets acquired and liabilities assumed in a business 
acquisition. Previously, acquired assets and liabilities were recorded net of such tax  effects. The new 
method of accounting increased the values assigned to net tangible assets and intangible assets in the 
Blue Bell acquisition by $16.8 million and $22.6 million, respectively, with corresponding increases in 
deferred income taxes.
• • • •
Note F. Other Liabilities 
(in thousands)
Deferred income taxes 
Long-term tax  liability
1987 1986
$58,089 $72,687
84,612 74,642
• • • •
The long-term tax  liability represents taxes and interest accrued for adjustments proposed by the 
Internal Revenue Service resulting from examinations of Blue Bell.
• • • •
Note K. Income Taxes
The provision for income taxes is computed based on the following amounts of earnings before 
income taxes:
(in thousands) 1987 1986 1985
Domestic $297,357 $237,012 $274,500
Foreign 16,388 12,431 (2,383)
$313,745 $249,443 $272,117
The provision for income taxes consists of:
(in thousands) 1987 1986 1985
Current:
Federal $108,684 $ 86,775 $114,009
Foreign 3,719 2,838 385
State 10,393 10,497 11,311
122,796 100,110 125,705
Deferred, primarily federal 11,255 19,983 6,995
Reduction in deferred taxes due to
tax rate  change (7,108)
$134,051 $112,985 $132,700
The deferred tax  provision relates primarily to depreciation.
The reasons for the difference between income taxes computed by applying the statutory federal
income tax rate  and income tax  expense in the financial statements are as follows:
(in thousands) 1987 1986 1985
Tax a t federal statutory rate $125,498 $114,744 $125,174
State income taxes, net of federal
tax  benefit 6,236 5,668 6,108
Amortization of intangible assets 8,800 1,127 574
Reduction in deferred taxes due to
tax rate  change (4,684) (7,108)
Investment tax  credit (281) (3,029)
Other, net (1,799) (1,165) 3,873
$134,051 $112,985 $132,700
42
Deferred income tax  liabilities relate primarily to inventories, depreciation and unrem itted foreign 
earnings.
• • • •
Quarterly Results of Operations
• • • •
2The fourth quarter of 1986 has been restated to include the retroactive adoption of FASB 
Statement No. 96, which increased 1986 net earnings by $7.1 million ($.11 per share). The increase in 
1987 net earnings of $4.7 million ($.07 per share) is included in the fourth quarter. See note C to 
consolidated financial statements.
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III
RECOGNITION OF BOTH A DEFERRED TAX ASSET 
AND A DEFERRED TAX LIABILITY
SFAS 96 requires a deferred tax asset to be recognized for the tax benefit of net deductible 
amounts that are scheduled to occur in future years and that could be realized by loss carryback 
from future years to reduce (1) a current deferred tax liability and (2) taxes paid in the current or 
prior year. No asset is to be recognized for any additional net deductible amounts in future years.
SFAS 96 permits an enterprise that adopts the pronouncement for a given year and recognizes 
a deferred tax asset to do so without restating the comparative financial statements for previous 
years to conform with the pronouncement. The reporting requirements for recognition of a 
deferred tax asset with or without restatement are the same as the reporting requirements for 
recognition of a deferred tax liability with or without restatement, as described in chapter 2.
An enterprise that schedules both deductible and taxable amounts to occur in future years may 
need to recognize both a deferred tax asset and a deferred tax liability in accordance with SFAS 96. 
Seventeen examples are presented below of the recognition of both an asset and a liability in 
accordance with SFAS 96 for the initial year in which the pronouncement is adopted. The examples 
are classified according to whether or not some or all of the previous years’ financial statements 
were restated.
NOT RESTATED
ALASKA AIR GROUP, INC. 
December 31, 1987
Long-term debt (note 4)
•  •  •  •
161,929 248,677
Deferred income taxes (note 9) 40,541 46,812
Other deferred credits and liabilities 31,683 17,761
72,224 64,573
•  •  •  •
Cumulative effect of income tax  accounting change 
(note 9) 11,378
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On May 23, 1985, Alaska Airlines, Inc. (Alaska) was reorganized into a holding company. Under the 
reorganization, Alaska became a wholly owned subsidiary of Alaska Air Group, Inc. (Air Group), a 
Delaware corporation.
On September 30, 1986, Air Group acquired Je t America Airlines, Inc. (Jet America) for $30.7 
million. On December 31, 1986, Air Group acquired Horizon Air Industries, Inc. (Horizon) for $69.8 
million.
Note 1. Organization
• • • •
Utilization of J e t  America’s and Horizon’s tax  loss carryforwards are reflected as a reduction to 
other or intangible assets, respectively.
• • • •
Note 2. Summary of Significant Accounting Policies
• • • •
Income Taxes. Effective January 1, 1987, Statem ent of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes,” was adopted. Under this statement, income taxes are provided in the 
consolidated statem ent of income for current period events and the effect of statutory tax  rate  changes 
on previously deferred taxes.
• • • •
Note 9. Income Taxes
Effective January 1, 1987, Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes, ” was adopted. The cumulative effect of the accounting change for years prior to January 
1, 1987 was $11.4 million, or $.66 per share, due to the reduction in federal tax  rates.
During 1987, deferred income tax  adjustm ents were as follows (in thousands):
Balance at December 31, 1986 $46,812
Cumulative effect of new accounting standard adopted on January 1, 1987 (11,378)
Deferred income taxes for J e t  America on January 1, 1987 16,944
Balance at January 1, 1987 52,378
Temporary differences—net (11,142)
Other (695)
Balance at December 31, 1987 $40,541
The new accounting standard requires the establishment of deferred income tax liabilities for 
recently acquired companies. Accordingly, as of January 1, 1987, a deferred income tax liability of $16.9 
million was recorded for J e t  America with offsetting adjustments to asset carrying values. No adjust­
ment was made for Horizon, which had a deferred tax  asset.
The actual income tax expense reported differs from the “expected” tax expense (computed by 
applying the federal corporate tax  rate  of 40% in 1987 and 46% in 1986 and 1985) as follows (in 
thousands):
Income before income tax 
Computed “expected” tax expense 
Nondeductible amortization 
Capital gain differential 
Investment tax  credit 
Tax-exempt interest income 
State income tax  
Other—net 
Actual tax  expense 
Effective tax rate
1987 1986 1985
$22,177 $27,918 $33,786
8,871 12,842 $15,542
777
(1,331)
(2,643) (9,188)
(106) (905)
1,239 1,117 1,351
(595) (206) 146
$ 8,855 $10,205 $ 7,851
40% 37% 23%
Components of income tax expense were as follows (in thousands):
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1987 1986 1985
Current—
Federal $17,856 $ 691 $2,594
State 2,141 (148) 2,240
19,997 543 4,834
Deferred—
Federal (10,240) 7,446 2,756
State (902) 2,216 261
(11,142) 9,662 3,017
Total—
Federal 7,616 8,137 5,350
State 1,239 2,068 2,501
$ 8,855 $10,205 $7,851
F or 1987, the Company and its subsidiaries substantially reduced the current income taxes payable 
of $20.0 million to  $11.2 million by utilizing $21.2 million of net operating loss carryforwards resulting in 
tax  savings of $8.8 million.
As of December 31, 1987, the Company and its subsidiaries have available for tax reporting 
purposes the following estim ated carryforwards expiring in the years 1988 through 2001 (in 
thousands):
Alaska Horizon Total
N et operating loss $28,077 $3,557 $31,634
Investm ent tax credit $ 851 $ 841
Any tax benefit resulting from the utilization of these carryforwards reduces the excess of purchase 
price over net assets acquired.
Deferred income taxes result from tem porary differences in the recognition of revenue and expense 
for tax and financial purposes. The major sources of these differences and the related tax effect of each 
are as follows (in thousands):
Excess of tax over book depreciation
Investment tax  credit
Employee benefit tru s t
Purchase of tax  benefits
Capitalized leases
Aircraft maintenance
Gain on sale of assets
Other—net
Total
1987 1986 1985
$ 8,594 $13,665 $9,955
3,112 (1,424) 436
2,915 (1,680) (5,408)
(542) (1,499) (1,194)
688
(852) 619
(22,739) (2,908)
(2,318) (19) 2,136
$(11,142) $ 9,662 $3,017
• • • •
Selected Quarterly Consolidated Financial Information (Unaudited)
Selected financial data for each quarter of 1987 and 1986 is as follows (in thousands, except per 
share):
1st Quarter 2nd Quarter
1987 1986 1987 1986
Operating revenues $141,375 $98,786 $178,447 $109,974
Operating income (loss) 
Income before accounting
(5,900) (5,497) 12,689 6,356
change
Income tax accounting change
(6,799)
11,378
(4,849) 5,527 2,837
Net income Goss) 4,579 
•  •  •  •
(4,849) 5,527 2,837
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3rd Quarter 4th Quarter
1987 1986 1987 1986
Operating revenues $214,867 $133,417 $175,137 $126,087
Operating income (loss) 
Income before accounting
25,567 26,138 1,982 10,778
change
Income tax  accounting change
14,034 17,953 560 1,772
Net income (loss) 14,034 
•  •  •  •
17,953 560 1,772
The amounts shown for the first three quarters of 1987 differ from those previously reported due to 
the adoption of Statem ent of Financial Accounting Standards No. 96, “Accounting for Income Taxes,” 
on January 1 , 1987. Accordingly, the cumulative effect of the change in accounting for income taxes as of 
January 1 ,  1987 is reported in the first quarter 1987. Also, income tax expense (credit) for each quarter 
of 1987 was recalculated using 40%, the 1987 average of income tax expense to income before tax 
expense. (See note 9 of the Notes to Consolidated Financial Statements.) The total of the amounts 
shown as quarterly earnings per share may differ from the amount shown on the Consolidated 
Statem ent of Income because the annual computation is made separately and is based upon average 
number of shares and equivalent shares outstanding for the year. (See note 2 of the Notes to Consoli­
dated Financial Statements.)
AMERICAN PHYSICIANS SERVICE GROUP INC. 
December 31, 1987
Other assets (note 2) 2,106 2,247
Deferred income taxes (note 6)
•  •  •  •
Current liabilities:
•  •  •  •
36
Income taxes payable (note 6) 370 161
Deferred income taxes (note 6)
•  •  •  •
99
Total current liabilities
•  •  •  •
1. Summary of Significant Accounting Policies
•  •  •  •
3,364 5,049
(h) Income Taxes. Investm ent tax  credits are accounted for as a reduction of income tax expense in 
the year realized. In 1987, the Company implemented Financial Accounting Standards No. 96, Account­
ing for Income Taxes (note 6).
• • • •
(6) Income Taxes
During 1987, the Company changed its method of accounting for income taxes to conform to 
Statem ent of Financial Accounting Standards No. 96, Accounting for Income Taxes. There is no 
material cumulative effect of this change a t the beginning of 1987. The effect of this accounting change 
for the year ended December 31, 1987, was to increase net earnings by approximately $66,000 ($.01 per 
share). The change in net earnings and related per share amounts for the interim periods as a result of 
this accounting change, which was implemented in the fourth quarter, is not significant. Deferred taxes 
are primarily the result of different methods of accounting for goodwill, fixed assets and investments for 
tax and book purposes.
Income taxes consist of the following:
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Year Ended 
December 31
Federal
1987 1986
Current $245,000
Deferred 63,000
State—current 125,000
Charge in lieu of taxes (A) 63,000 395,000
$496,000 395,000
(A) Credited to goodwill.
A reconciliation of expected income tax expense (benefit) (computed by applying the United States 
federal income tax ra te  of 40% in 1987 and 46% in 1986 and 1985 to earnings Goss) before income taxes) to 
total income tax expense in the accompanying consolidated statem ents of operations follows:
Year Ended December 31
1987 1986 1985
Expected federal income tax  expense (benefit) $958,000 368,000 (287,000)
Investment tax  credits (166,000)
Loss carried to  future years 268,000
Utilization of net operating losses (360,000)
State taxes 125,000
Other (61,000) 27,000 19,000
$496,000 395,000
CENTRONICS CORPORATION 
January 3, 1988
December 28, 
1986
January 3, 
1988
ASSETS 
Current assets
(Amounts in thousands, 
except share data)
•  •  •  •
Deferred income taxes (note 14)
Net assets of discontinued operations (note 3) 
Total current assets
77,826
106,061
735
13,898
67,460
•  •  •  •
Long-term obligations, less current portion (note 11) 
Deferred income taxes (note 14)
8,344 7,844
1,733
• • • •
1. Summary of Significant Accounting Policies
•  •  •  •
Income taxes. The Company provides for federal income taxes on the undistributed earnings of its 
Canadian subsidiary. Timing differences in reporting results of operations for income tax and financial 
accounting purposes relate primarily to depreciation, interest expense, reserves relative to sales and 
promotional allowances and inventory related transactions. Operating loss carryforwards have been 
considered in the requirem ent to provide for deferred taxes.
•  •  •  •
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14. Income Taxes
Effective December 29, 1986, the Company has adopted Financial Accounting Standards No. 96 
(“FAS 96”), “Accounting for Income Taxes.” A t December 28, 1986, the Company had not recorded any 
deferred federal income tax assets because of net operating losses in excess of available carrybacks. 
Accordingly, adoption of FAS 96 had no effect on Fiscal 1987 net income.
A reconciliation of the provision for income taxes to the statutory income tax  ra te  applied to 
combined domestic and foreign income before income taxes for Fiscal 1987 is as follows (amounts in 
thousands):
Income before income taxes
Domestic $1,734
Foreign 513
$2,247
Federal income tax  a t normal rates 40%
State income taxes, net of federal benefit 26%
Undistributed earnings of foreign subsidiary 6%
Amortization of excess of cost over fair value 7%
Utilization of net operating loss carryforwards (26%)
53%
There was no benefit for federal income taxes in Fiscal 1985 and 1986 because of operating losses in 
excess of available carrybacks.
The components of the Fiscal 1987 provision for income taxes were as follows:
Federal State Foreign Total
Current $588 $1,055 $243 $1,886
Deferred (93) (18) (111)
Utilization of net operating loss
carryforwards (588) (588)
$ 962 $225 $1,187
In accordance with the provisions of FAS 96, deferred state and foreign tax  assets and liabilities 
were recorded to reflect differences between the fair values and tax bases of the assets and liabilities 
acquired from Ekco. The tax  benefit of tem porary differences which will result in future net deductible 
amounts of approximately $1.4 million for federal income tax purposes was not recognized in recording 
the acquisition of Ekco’s assets and liabilities since such net deductible amounts cannot be carried back. 
Realization of the tax  benefit of the net deductible amounts in future years will be recorded as a 
reduction of goodwill.
A t January 3, 1988, the Company had U.S. net operating loss carryforwards (“NOL’s”), U.S. 
capital loss carryforwards, and unused research and development and investment tax credits which 
may be applied against future taxable income and which expire as follows:
 
Fiscal Year
N et U.S. 
operating 
loss
carryforwards
U.S.
capital loss 
carryforward
Research and 
development 
and investment 
tax credits
(amounts in thousands)
1992 $2,000
1995 15,900 65
L ater years 28,100 1,040
$44,000 $2,000 $1,105
The Company’s ability to use its NOL’s to offset future income is subject to restrictions enacted in 
the United States Internal Revenue Code of 1986 (the “Code”). These restrictions would severely limit 
the Company’s future use of its NOL’s if there had occurred certain stock ownership changes described
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in the Code (referred to herein as a “Code ownership change”) and would eliminate completely the 
Company’s future use of its NOL’s if, in addition to the occurrence of a Code ownership change, there 
had been a failure to  m eet a certain business continuity test.
Based on the information available to the Company and currently promulgated regulations, the 
Company does not believe, although there can be no assurances, tha t any recent or historical changes in 
stock ownership have resulted in Code ownership changes through the date of these financial state­
ments. In  August 1987, the Service issued proposed and tem porary regulations interpreting the 
legislation restricting the use of NOL’s. Under one interpretation of these regulations, the existence of 
the Company’s outstanding preferred share purchase rights (the “Rights”) could be deemed a stock 
ownership change which, in combination with other stock ownership changes, could result in a Code 
ownership change. However, should the Rights expire unexercised or be redeemed by the Company, 
then the Rights will be treated  as if they had never existed for the purpose of determining whether a 
Code ownership change had occurred.
The Company’s sale of its prin ter business may have caused the Company to fail to satisfy the 
business continuity test. However, based upon currently promulgated regulations, the Company 
believes, although there can be no assurance, tha t as the result of its acquisition of The Ekco Group, 
Inc., it has commenced a new business such tha t a future Code ownership change without a further 
change in business would not result in a total loss of the future use of its NOL’s.
While there can be no assurance of the Company’s ability to use its NOL’s to offset future income in 
view of the restrictive legislation, the Company believes tha t such legislation will not materially 
adversely affect the Company as a result of stock ownership or business shifts which have occurred or 
which the Company contemplates pursuing. Events beyond the control of the Company, including 
changes in stock ownership, may occur which would severely limit or eliminate completely the Com­
pany’s future use of its NOL’s.
At January 3, 1988 the Company also had approximately $14 million of expenses recorded for 
financial reporting purposes which will be recognized for tax purposes in future years.
The Company, on its own behalf and as transferee of a wholly-owned subsidiary operating in Puerto 
Rico which was liquidated in 1982 (“Puerto Rico subsidiary”), has been contesting various deficiency 
notices from the Internal Revenue Service (“Service”) with respect to the fiscal years 1975 through 
1982. The Company, on its own behalf, and as the transferee of the Puerto Rico subsidiary, has now 
reached a basis for settlem ent with the Service with respect to all of the issues raised by the Service in 
the years 1975 through 1982. Under the anticipated settlement, the Company’s liability for payment, 
including interest through December 31, 1987, would be approximately $15.7 million. Such amount had 
been previously provided for and is included within the current liabilities in the Company’s Fiscal 1987 
balance sheet. A major portion of the liability arising from this settlem ent constitutes transferee 
liability for taxes imposed upon the Puerto Rico subsidiary for Fiscal 1982. The Company, as transferee, 
will be liable for these taxes. The remaining liability relates to various issues involving income items of 
the Company; however, the amount of tax  is minimal as a result of the utilization of net operating loss 
carrybacks. None of the Company’s liability for payment, other than as transferee, arises from 
transactions with the Puerto Rico subsidiary. The decision documents reflecting this settlem ent 
between the Company and the Service are expected to be filed in the United States Tax Court in due 
course.
In August 1987, the Company entered into an agreement with the New Hampshire Department of 
Revenue Administration under which a 1983 deficiency notice with respect to its fiscal years 1977 to 
1980 assessing approximately $1.4 million of additional taxes plus interest based on the taxation of 
worldwide income under the “Unitary Tax Method” was settled, and New Hampshire has relinquished 
any other claims for income taxes against the Company or any of its subsidiaries for all open tax periods 
through December 28, 1986 except for amounts due, if any, resulting from any assessments which may 
be made against the Company (but not its Puerto Rico subsidiary) by the Service with respect to tax 
years ending prior to June 27, 1982 arising out of an examination of the federal tax return  of the 
Company and its Puerto Rico subsidiary and due to the corporate relationship between the Company 
and the Puerto Rico subsidiary. Based upon the anticipated settlem ent with the Service as described 
above, the Company does not believe, although there can be no assurance, that any additional taxes are 
due to the New Hampshire Departm ent of Revenue Administration with respect to the Company’s 
Fiscal years 1975 to 1982. Under the term s of the settlem ent agreement, the Company paid $50,000 
during August 1987 and is required to pay five equal annual installments of $250,000 beginning August 
1988. State income tax  expense for Fiscal 1987 includes $887,000 (present value as determined by the 
Company at the time of execution of the agreement) related to this settlement.
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DETREX CORPORATION 
December 31, 1987
ASSETS 
Current Assets:
•  •  •  •
1987 1986
Prepaid expenses and deferred income taxes 822 1,268
Total Current Assets 36,366 37,187
Long-Term Debt 7,343 8,288
Deferred Income Taxes 1,952 2,757
•  •  •  •
Cumulative effect on prior year of change in accounting 
for income taxes 457
•  •  •  •
5. Income Taxes
Financial Accounting Standards Board Statem ent No. 96, “Accounting for Income Taxes,” was 
adopted by the Company effective January 1, 1987. The cumulative effect of the change on prior years 
was to increase income in 1987 by $457,704 or $.29 per share. Deferred income taxes for years prior to 
1987 were computed based on generally accepted accounting principles in effect for those years. 
The provision for income taxes for the years ended December 31 is summarized below:
1987 1986 1985
Current:
Federal $1,605,511 $1,387,521 $2,818,072
State and local 270,983 211,030 402,148
Total current 1,876,494 1,598,551 3,220,220
Deferred:
Federal 257,783 539,089 838,038
State and local 65,105 106,062 112,092
Total deferred 322,888 645,151 950,130
$2,199,382 $2,243,702 $4,170,350
Deferred taxes result from timing differences in the recognition of revenue and expense for tax and
financial statem ent purposes. The sources of these differences and the tax  effect of each were as follows:
1987 1986 1985
Depreciation and amortization $207,263 $388,625 $447,620
Accruals not deductible until paid 58,650 81,376 250,865
Undistributed earnings of Company’s DISC 79,949 210,524 160,436
Other—net (22,974) (35,374) 91,209
$322,888 $645,151 $950,130
The effective income tax rates for 1987, 1986 and 1985 were 45.5%, 47.4% and 46.7%, respectively. 
The reasons for the difference between the income tax provision which resulted in these effective rates 
and income taxes computed a t 40% for 1987 and a t 46% for 1986 and 1985 are summarized below:
1987 1986 1985
Computed “expected” tax provision $1,935,300 $2,179,823 $4,104,670
Research and development tax 
credit (140,997) (50,239)
Investm ent tax  credit, net of 
investment credit recapture 3,441 (178,318)
State and local income taxes, net 
of federal tax  benefit 201,653 171,230 277,690
Other—net 62,429 30,205 16,547
$2,199,382 $2,243,702 $4,170,350
•  •  •  •
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Selected Quarterly Data
•  •  •  •
1Previously reported earnings for the 1987 first quarter have been restated to include a credit of 
$457,704, or $.29 per common share, which is the cumulative effect on prior years of an accounting 
change to  adopt Financial Accounting Standards Board Statement No. 96, “Accounting for Income 
Taxes.” The effect of the change on the first three quarters of 1987 was not material.
2. . . . The 1986 fourth quarter loss also includes a charge of $127,000, or $.08 per common share, 
due to elimination of investm ent tax  credits under the Tax Reform Act of 1986.
3N et income as a percent of sales and other net income ratios for 1984 reflect a deferred income 
tax reversal of $510,440 or $.32 per share due to a change in the tax law covering Domestic International 
Sales Corporations.
KENW IN SHOPS, INC. 
January 3, 1988
January 3, 
1988
December 28, 
1986
ASSETS
CURRENT ASSETS:
•  •  • •
Prepaid expenses and refundable taxes (note E) 
Deferred income taxes (notes A(d) and E)
Total C urrent Assets
320
44
10,861
472
11,334
Total C urrent Liabilities 
Deferred Income Taxes (notes A(d) and E)
5,692
137
5,491
156
•  •  • •
For the Years Ended
January 3, 1988 
(53 Weeks)
December 28, 1986 December 29, 1985 
(52 Weeks) (52 Weeks)
Income (loss) before 
cumulative effect 
of a change in 
accounting 
principle
Cumulative effect on
(322) (398) 610
prior years (to 
December 28, 1986) 
of a change in 
accounting for income 
taxes (note A(d))
Net Income (Loss)
34
(288) (398) 610
•  •  •  •
Note A. Summary of Significant Accounting Policies
•  •  •  •
(d) Income taxes. The Company adopted the provisions of Statem ent of Accounting Standards No. 
96 for the recording of deferred income taxes effective for the year ended January 3, 1988. As a result of 
this change, the net loss for the year ended January 3, 1988 was decreased by $27,474, consisting of a 
decrease of $34,474, which represents the cumulative effect on prior years (to December 28, 1986) of a 
change in accounting principle, and an increase of $7,000, which relates to the current year (see note 
E(c)).
Deferred income taxes are provided for timing differences between financial and taxable income.
Investm ent tax  credits were accounted for by the flow-through method and had been applied to 
reduce the provision for federal income taxes by approximately $17,100 for the year ended December 
29, 1985.
• • • •
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Note E. Income Taxes
(a) The provision (credit) for income taxes is comprised of the following:
For the Years Ended
January 3, December 28, December 29,
1988 1986 1985
Federal $(214,000) $(354,000) $416,500
State and local 5,000 70,000
Deferred (29,000) 34,000 37,500
Total $(243,000) $(315,000) $524,000
(b) Deferred income taxes, resulting from timing differences in the recognition of income and
expense for tax  and financial statem ent purposes, are as follows:
For the Years Ended
January 3, December 28, December 29,
1988 1986 1985
Difference between tax  and book 
depreciation and amortization 
Difference between tax  and book
$ 15,000 $34,000 $37,500
allowance for doubtful accounts 
Difference between the tax  and book
(20,000)
basis of merchandise inventories (24,000)
$(29,000) $34,000 $37,500
(c) The Company has adopted the provisions of Statement of Financial Accounting Standards No. 
96. Accordingly, for the year ended January 3, 1988, the deferred tax liability has been adjusted for the 
change in rates set forth in the Tax Reform Act of 1986.
(d) The accompanying financial statem ents are subject to final determination of federal, state and 
local taxes.
(e) The effective tax  rate  for the Company is reconcilable to the federal statutory tax rate  as follows:
1987 1986 1985
Statutory rate
State and local income taxes—net of federal
(40.0%) (46.0%) 46.0%
income tax benefit 
Federal tax benefit of loss carryback (4.9)
.4 3.3
Expenses producing no current tax  benefit .7 .9
Deferred taxes—re changes in tax  laws and rates 
Lower tax  rates applicable to income tax  brackets
1.2
.4 (1.8)
Investment credit—net .3 (1.5)
Sundry CD .2
(43.0%) (44.1%) 46.2%
KERR GLASS MANUFACTURING CORPORATION 
December 31, 1987
Years Ended 
December 31
1987 1986
(in thousands)
Assets
Current assets •  •  •  •
Deferred income taxes 520 1,137
Total current assets 81,568 72,627
Accrued pension liability 8,551 8,180
Deferred income taxes 8,312 7,850
Other long-term liabilities 1,048•  •  •  •
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Years Ended December 31
Earnings (loss) before cumulative effect of 
accounting change
Cumulative effect of change in accounting 
for income taxes
1987 1986 1985
(in thousands, 
except per share data)
1,831 3,772 (2,441)
1,271
• • • •
Note 4. Income Taxes
Provision (benefit) for income taxes is made up of the following components:
Years Ended December 31,
1987 1986 1985
(in thousands)
Current
Federal $ 14 $ 35 $ (700)
State 59 103 (50)
73 138 (750)
Deferred
Federal 1,090 2,473 (2,814)
State 225 369
1,315 2,842 (2,814)
Total $1,388 $2,980 $(3,564)
Effective January 1, 1987, the Company prospectively adopted FASB Statement No. 96, Account­
ing for Income Taxes. FASB Statem ent No. 96 requires, among other things, current recognition of the 
effect of changes in statutory tax  rates on previously provided deferred income taxes. The cumulative 
effect of this change in accounting on the Company’s financial position through December 31, 1986, is 
$1,271,000 or $.35 per common share. The effect of adopting FASB Statement No. 96 on 1987 operating 
results, excluding the cumulative effect discussed above, was to decrease net earnings and net earnings 
per common share $42,000 and $.01, respectively.
Deferred income taxes (benefits) result primarily from timing differences in the recognition of 
various expenses for tax  and financial statem ent purposes. The sources and tax effects of these 
differences are as follows:
Years Ended December 31
Provision for plant closings and consolidations
1987 1986
(in thousands)
1985
deferred for tax
Excess of tax over book depreciation,
$1,012 $2,070 $(3,404)
including assets retired or sold 
Reinstatem ent (reduction) of deferred income taxes 
attributable to recognition of tax credit and net
522 477 1,719
operating loss carryforwards 
Additional costs inventoried for tax purposes 
pursuant to the Tax Reform Act of 1986
286
(446)
(25) (1,154)
Other, net (59) 320 25
Total $1,315 $2,842 $(2,814)
Total provision (benefit) for income taxes differed from the amounts computed by applying the U . S. 
Federal income tax  rates of 40% in 1987 and 46% in 1986 and 1985 to earnings (loss) before income taxes. 
The reasons for these differences are as follows:
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Years Ended December 31
1987 1986
(in thousands)
1985
Computed “expected” tax  expense (benefit) 
Increase (reduction) in taxes resulting from: 
State income taxes (benefits), net of
$1,288 $3,106 $(2,762)
Federal income tax  benefit 146 255 (27)
Net investment tax credits 14 (366) (680)
Other, net (60) (15) (95)
Actual tax  expense (benefit) $1,388 $2,980 $(3,564)
As of December 31, 1987, the Company had a net operating loss carryforward for tax purposes of 
$1,284,000, expiring in the year 2000, and a tax credit carryforward (primarily investment tax credits) 
of $543,000 expiring in the year 1999.
The Internal Revenue Service has completed audits of Kerr’s Federal income tax  returns through 
1981 and is currently examining the income tax  returns for 1982 through 1985. The Internal Revenue 
Service has proposed certain adjustm ents with which K err disagrees. However, if the Internal 
Revenue Service should prevail, such adjustm ents will not materially affect the financial condition of 
the Company.
• • • •
Note 13. Condensed Quarterly Data for 1987 and 1986 (Unaudited)
____________ Three Months Ended____________
March 31 June 30 Sept. 30 Dec. 31
(in thousands, 
except per share data)
1987
Earnings (loss) before cumulative 
effect of change in accounting
for income taxes 
Cumulative effect of change in
404 1,959 1,313 (1,845)
accounting for income taxes (b) 1,271
Net earnings (loss) 1,675 1,959 1,313 (1,845)
• • • •
(b) The change in accounting results from the effect of the adoption of FASB Statement No. 96, 
Accounting for Income Taxes, as of January 1, 1987. Net earnings for the first quarter of 1987 have been 
restated to reflect the cumulative effect of the accounting change resulting in an increase in net earnings 
of $1,271,000 or $.35 per common share for primary earnings per common share and $.33 per common 
share for fully diluted earnings per common share, over the previously reported amounts.
(c) Provision for income taxes in the three months ended December 31, 1986, was increased by a 
reversal of investment tax  credits in the amount of $396,000 ($.11 per common share) primarily due to 
the passage of the Tax Reform Act of 1986.
LOWE’S COMPANIES, INC. 
January 31, 1988
January 31
1988 % 1987 %
Assets
Current Assets:
•  •  •  •
Deferred Income Taxes (note 6) 9,472 .9
Other Current Assets 7,325 .7 10,042 1.0
Total Current Assets 552,464 53.8 546,883 56.4
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January 31 
% 19871988
Long-term Debt, Excluding Current
Maturities (note 5) 186,219 18.1 152,977 15.8
Deferred Income Taxes (note 6) 26,768 2.6 18,405 1.9•  •  •  •
Fiscal Years End on January 31 of Fiscal % Fiscal %
Following Year 1987 Sales 1986 Sales
Earnings Before Extraordinary 
Item  and Cumulative Effect of a 
Change in Accounting Principle 55,954 2.3 55,104 2.4
Extraordinary Item:
Debt Retirem ent N et of Taxes of $2,798 
(note 5)
Cumulative Effect on Prior Years of a 
Change in Accounting for Income Taxes 
(note 6) 5,226 .2
(2,885) (.1)
• • • •
Note 1. Summary of Significant Accounting Policies
• • • •
Income taxes—Income taxes are provided on pre-tax earnings as reported in the consolidated 
financial statem ents. Deferred income taxes result from tem porary differences between pre-tax earn­
ings reported in the consolidated financial statem ents and taxable income. Investment tax  credits were 
accounted for as a reduction of income tax  expense in the year in which the credits were utilized (the 
flow-through method). The Company changed its method of accounting for income taxes in Fiscal 1987 
to apply the provisions of Statem ent of Financial Accounting Standards No. 96 (SFAS No. 96), 
Accounting for Income Taxes, which was issued in December 1987. As allowed by SFAS No. 96, the 
Company did not restate  years prior to Fiscal 1987 and, accordingly, the cumulative effect of the 
accounting change on prior years is included in Fiscal 1987 earnings (note 6). Fiscal 1987 quarterly 
earnings data has been restated to reflect adoption of SFAS No. 96 as of the beginning of the year.
• • • •
Note 6. Income Taxes
Fiscal Years Ended on January 31 of 
Following Year 
(dollars in thousands)
Income Before Extraordinary Item  and Cumulative 
Effect of a Change in Accounting Principle: 
Income Before Income Taxes 
Federal Income Tax a t Statutory Rate 
State Income Taxes—N et of Federal Tax Benefit 
Investment Tax Credits 
Targeted Jobs Tax Credits 
Effect of ESOP Dividend Pass Through 
Other
Total Tax Provision Before Extraordinary Item  
and Cumulative Effect of a Change in 
Accounting Principle 
Extraordinary Item
Cumulative Effect on Prior Years of a Change 
in Accounting for Income Taxes 
Total Income Tax Provision
Fiscal 1987 Fiscal 1986
Amount % Amount __%
Statutory Rate 
Reconciliation
$90,787 100.0% $108,126 100.0%
35,407 39.0 49,738 46.0
3,323 3.7 3,739 3.4
(1,916) (2.1) (306) (.3)
(401) (.4)
(1,134) (1.2)
(446) (.5) (149) CD
34,833 38.4 53,022
(2,798)
49.0
49.2
(5,226)
$29,607
(5.8)
32.6% $ 50,224 49.0%
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Fiscal 1987 
Amount
Fiscal 1986 
Amount
Fiscal Years Ended on January 31 of Components of
Following Year Income Tax Provision
(dollars in thousands)
Income Before Extraordinary Item  and 
Cumulative Effect of a Change in 
Accounting Principle:
Current
Federal $25,674 86.7% $ 41,517 82.7%
State 5,042 17.0 6,340 12.6
Total Current 
Deferred
30,716 103.7 47,857 95.3
Federal 3,563 12.1 4,582 9.1
State 554 1.9 583 1.2
Total Deferred
Total Tax Provision Before Extraordinary
4,117 14.0 5,165 10.3
Item  and Cumulative Effect of a Change in 
Accounting Principle 34,833 117.7 53,022 105.6
Extraordinary Item
Cumulative Effect on Prior Years of a
(2,798) (5.6)
Change in Accounting for Income Taxes (5,226) (17.7)
Total Tax Provision $29,607 100.0% $ 50,224 100.0%
Fiscal 1985
Amount %
Fiscal Years Ended on January 31 of Statutory Rate
Following Year Reconciliation
(dollars in thousands)
Income Before Extraordinary Item  and Cumulative Effect of a
Change in Accounting Principle: 
Income Before Income Taxes $112,865 100.0%
Federal Income Tax at Statutory Rate 51,918 46.0
State Income Taxes—N et of Federal Tax Benefit 3,674 3.3
Investment Tax Credits
Targeted Jobs Tax Credits
Effect of ESOP Dividend Pass Through
(2,552) (2.3)
Other 111 .1
Total Tax Provision Before Extraordinary Item  and Cumulative
Effect of a Change in Accounting Principle 53,151 47.1
Extraordinary Item  
Total Income Tax Provision $ 53,151 47.1%
Components of 
Income Tax Provision
Income Before Extraordinary Item  and Cumulative Effect 
of a Change in Accounting Principle:
Current
Federal $ 44,325 83.4%
State 6,440 12.1
Total Current 50,765 95.5
Deferred
Federal 2,023 3.8
State 363 .7
Total Deferred 2,386 4.5
Total Tax Provision $ 53,151 100.0%
The principal effect of adopting SFAS 96 in 1987 resulted from using lower current effective tax 
rates (Tax Reform Act of 1986) to provide deferred taxes on tem porary differences between accounting
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and taxable income arising in the current year along with the effects of accumulations in prior years. 
Since the Company did not elect to restate prior years’ financial statements, the cumulative effect on 
prior years of the change in accounting principle of $5.2 million has been reflected in Fiscal 1987.
SFAS 96 also provides tha t the tax  benefit resulting from a pass through in cash of ESOP dividends 
to employee-shareholders shall be reflected as a reduction of income tax  expense ($1.134 million in 
Fiscal 1987) ra ther than as a direct credit to retained earnings ($1.039 million in Fiscal 1986 and $721 
thousand in Fiscal 1985) as required under previous accounting standards.
Deferred income taxes arise principally from the tem porary differences between financial report­
ing and income tax  reporting of depreciation, store closing costs, and certain other accrued expenses.
The Company’s consolidated federal income tax  returns for Fiscal 1981 through Fiscal 1984 have 
been examined by the Internal Revenue Service, a routine occurrence for companies of Lowe’s size. 
Collectively, the Internal Revenue Service’s proposed adjustments, if settled as proposed, would not 
materially affect the Company’s consolidated financial statements.
Selected Quarterly Data1 
Three Months Ended
•  •  •  •
January 31 October 31 July 31 April 30
Fiscal 1987
Earnings Before Cumulative Effect 
of a Change in Accounting 
Principle 648 16,932 24,528 13,846
Cumulative Effect on Prior 
Years of a Change in Accounting 
for Income Taxes 
Net Earnings 648 16,932 24,528
5,226
19,072
• • • •
1Accounting for Income Taxes
Earnings data presented herein for the first three quarters of fiscal 1987 differ from tha t previously 
reported in the company’s 10-Q for those quarters. Such data has been restated to reflect the effect of 
the company’s adoption of Statem ent of Financial Accounting Standards No. 96 as if it had been adopted 
in the first quarter of fiscal 1987. The effect of the restatem ent was to increase previously reported net 
earnings by $6.1, $1.7 and $.4 million or $.15, $.04 and $.01 per share for the first, second and third 
quarters, respectively.
• • • •
Property Tax Adjustment
In fiscal 1986 the company obtained permission from the Internal Revenue Service to accelerate its 
property tax expense accruals, without increasing actual property tax payments. This afforded the 
company an additional deduction in fiscal 1986 of $2.5 million, of which $1.4 million was charged to the 
fourth quarter and $1.1 million to the third quarter. This created positive cash flow as a result of the 
additional tax deduction at the 46% federal income tax  rate, which was particularly timely in view of the 
reduced 1987 tax  rates applicable under the Tax Reform Act of 1986.
ROCKAWAY CORPORATION 
December 31, 1987
Deferred income taxes $ 3,679 $ 2,876
Total liabilities 39,153 39,854
• • • •
Years Ended
________ December 31_________
1987 1986 1985
Earnings before cumulative effect of change
in accounting for income taxes 5,138 4,185 4,398
Cumulative effect for years prior to 1987 
of change in accounting for income taxes 633
59
1. Summary of Significant Accounting Policies
• • • •
b. Accounting change. In the fourth quarter of 1987, the Corporation adopted, with effect from 
January 1, 1987, the provisions of Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes” (“SFAS 96”). Pursuant to SFAS 96, annual deferred tax expense is measured by 
reference to the cumulative tem porary differences between the book and tax bases of the Corporation’s 
assets and liabilities. Changes in tax  laws or rates are recognized in deferred tax balances when enacted.
Under previous rules for accounting for income taxes, deferred taxes were determined by refer­
ence to when tem porary differences impacted book or taxable income. Previously recorded deferred tax 
balances were not adjusted for changes in tax laws or rates.
The effect of the change was to increase earnings before cumulative effect of change in accounting 
for income taxes by $141,000 ($.02 per share of common stock) for 1987. As permitted by SFAS 96, prior 
year statem ents have not been restated. The cumulative effect of the change, which represents the 
adjustm ent required to restate  the deferred tax balances at January 1, 1987 to reflect application of the 
new rules, resulted in a non-recurring credit to 1987 net earnings of $633,000 ($.09 per share of common 
stock).
• • • •
g. Income taxes. Deferred income taxes are provided for tem porary differences between the book 
and tax  bases of assets and liabilities using the tax  rates, under existing legislation, expected to  be in 
effect a t the date such tem porary differences are expected to reverse. The effect of changes in tax laws 
or rates are recognized in deferred tax balances when enacted. Deferred income taxes have not been 
provided on the earnings of foreign subsidiaries, as such amounts are considered to be permanently 
reinvested. Investm ent tax  credits (ITC) are included in earnings as a reduction in the provision for 
Federal income taxes in the year the related assets are placed in service.
• • • •
10. Income Taxes
Earnings before income taxes consist of:
Years Ended December 31
1987 1986 1985
Domestic
Foreign
Taxes on income consist of:
$6,667,000
937,000
$7,604,000
$7,757,000 $5,251,000 
187,000 1,079,000 
$7,944,000 $6,330,000
Years Ended December 31
1987 1986 1985
Federal income tax:
Current $1,039,000 $1,810,000 $ 484,000
Deferred 920,000 1,339,000 896,000
State income tax:
Current
Deferred
264,000
67,000
455,000 382,000
Foreign income tax:
Current 228,000 144,000 167,000
Deferred (52,000) 11,000 3,000
$2,466,000 $3,759,000 $1,932,000
The principal items included in the Federal, state and foreign deferred tax provisions consist of:
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Years Ended December 31
1987 1986 1985
Tax over book leasing 
income
Excess of tax over book
$(1,201,000) $ (959,000) $ (790,000)
depreciation 
Tax benefit of pension
2,409,000 2,265,000 1,405,000
expense over amount 
recognized for books 20,000 122,000 162,000
Bad debt expense (243,000)
All other items, net (50,000) (78,000) 122,000
$ 935,000 $ 1,350,000 $ 899,000
The deferred Federal, state and foreign tax liabilities (assets) are reflected in the 1987 consolidated
balance sheets as follows:
Prepaid expenses $ (690,000)
Accrued expenses and other liabilities 18,000
Deferred income taxes 3,679,000
N et liability $3,007,000
Prior to the adoption of SFAS 96 in 1987, the entire net deferred tax  liability was reflected as a
non-current liability on the balance sheet.
The principal item s accounting for the difference in taxes on income computed a t the United States
statutory rate  and as recorded are as follows:
Years Ended December 31
1987 1986 1985
Federal corporate tax  at 
40% (46% in 1986 and 1985) 
State income tax, net of Federal
$3,042,000 $3,654,000 $2,912,000
income tax  benefit 199,000 246,000 206,000
Investment tax credit (465,000) (694,000) (897,000)
Effect from foreign operations 
Basis reduction on equipment
(155,000) 90,000 (135,000)
purchases 102,000 383,000
Other (257,000) 80,000 (154,000)
$2,466,000 $3,759,000 $1,932,000
Effective tax rate 32% 47% 31%
The Tax Reform Act of 1986 repealed the investment tax credit for property purchased after 
December 31, 1985. A transitional rule exists for commitments entered into prior to tha t date. Pursuant 
to an agreement which was in effect prior to December 31, 1985, with Hasler, A.G., the Corporation is 
bound to meet certain minimum purchase commitments during the duration of the transition period 
which ends on December 31, 1988. Management believes tha t property purchased under these minimum 
commitments will qualify for the investm ent tax credit under the transitional rule. I t  should be noted 
that although the contract with Hasler has been extended until 1990, utilization of ITC will cease in 
1988. The Act also repealed the option to reduce investment tax credits in lieu of reducing the tax basis 
of assets acquired and reduced the credit from 10% to 8.25%. In 1987 and 1986 the Corporation provided 
for deferred taxes on the basis difference. In 1985 the Corporation utilized the reduced credit option in 
lieu of providing for deferred taxes on the basis difference.
The foreign current tax  expense was reduced in 1987 by $134,000 reflecting the use of foreign tax 
operating loss carryforwards. A t December 31, 1987, the Corporation had approximately $2,225,000 of 
remaining loss carry-forwards available to offset future foreign taxable income of which $1,332,000 can 
be carried forward indefinitely and $893,000 for six years.
The net undistributed earnings of foreign subsidiaries considered to be permanently reinvested 
and on which no Federal or additional foreign income taxes have been provided amounted to $890,000 at
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December 1987. I t  is not practicable to estimate the amount of tax tha t might be payable on any future 
remittance of such earnings. However, the amount of withholding taxes which would be imposed by the 
foreign countries in which the Corporation has subsidiaries were all such earnings to be rem itted would 
approximate $90,000 in the aggregate. Such withheld amounts would be available for credit against any 
Federal tax liability, subject to certain limitations.
•  •  •  •
16. Quarterly Results of Operations (Unaudited)
•  •  •  •
Earnings before cumulative effect of change 
in accounting for income taxes (a)
N et earnings (a)
Quarter Ended 
1987
March 31 June 30
1,538,000 1,787,000
2,171,000 1,787,000
Quarter Ended_____
Sept. 30 Dec. 31
Earnings before cumulative effect of change
in accounting for income taxes (a) 1,207,000 606,000
Net earnings (a) 1,207,000 606,000
(a) As described in note 1 to the consolidated financial statements, effective January 1, 1987, the 
Corporation changed its method of accounting for income taxes. The effect of the change increased 
previously reported net earnings for each of the first three quarters by $684,000, $60,000 and $36,000, 
and related per share data by $.09, $.01 and $.01 respectively (includes cumulative effect of $633,000 or 
$.09 per share in the first quarter).
SCIEN TIFIC MICRO SYSTEMS, INC. 
December 31, 1987
Assets
C urrent assets:
•  •  •  •
Deferred income taxes 
Total current assets
C urrent liabilities:
•  •  •  •
Income taxes payable 
Deferred income taxes 
Total current liabilities 
Deferred income taxes
•  •  •  •
Significant Accounting Policies
December 31 
1987 1986
1,215
69,117 32,231
1,499 1,383
469
48,194 13,907
2,198 1,485
•  •  •  •
Income taxes. In 1987, the Company adopted Statem ent of Financial Accounting Standards No. 96 
(Accounting for Income Taxes). See Income Taxes. Investment tax credits were recognized as a 
reduction of the federal income tax  provision when the related assets were placed in service.
•  •  •  •
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Income Taxes
In 1987 the Company adopted Statem ent of Financial Accounting Standards No. 96 (Accounting for 
Income Taxes). In accordance with this standard, the Company provided deferred taxes for all 
tem porary differences a t the statutory tax rates. Temporary differences represent the differences 
between the tax  basis of assets and liabilities and their reported amounts in the financial statements.
The effect of the change in 1987 was to increase income taxes and decrease income before 
cumulative effects of accounting changes by $72,000 (or $.01 per share). The credit of $647,000 (or $.07 
per share) to apply retroactively the adoption of this standard is included in 1987 results as a cumulative 
effect of an accounting change. See Changes in Accounting Principle.
The components of the provision (benefit) for income taxes for each of the three years ended 1987 
consisted of the following:
1987 1986 1985
(Restated)
Currently payable:
Federal $ 932,000 $ 862,000 $(1,849,000)
State 341,000 260,000 (67,000)
Foreign 200,000
1,473,000 1,122,000 (1,916,000)
Deferred:
Federal (383,000) 700,000 450,000
State 59,000 106,000 67,000
(324,000) 806,000 517,000
Other—credited to capital in
excess of stated value 123,000
$1,272,000 $1,928,000 $(1,399,000)
The $123,000 credited to capital in excess of stated value arises from a reduction in income taxes 
currently payable due to compensation expense for income tax purposes for capital stock transactions.
A reconciliation between income tax provisions (benefit) computed at the federal statutory rate and 
the effective rate reflected in the consolidated statements of operations for each of the three years ended 
1987 is as follows:
1987 1986 1985
Statutory rate 40.0%
(Restated)
46.0% (46.0)%
State income taxes, net of federal benefit 4.7 5.2
Non-deductible goodwill amortization 4.2 4.5 7.7
Non-taxable income of SuperMac as an S Corporation 
prior to business combination (8.1) (2.2)
FSC benefit (8.1) (4.0)
Investment and research tax  credits (3.6) (2.0) (16.9)
Other 4.0 (0.5) (1.1)
33.1% 47.0% (56.3)%
Deferred income taxes for each of the three years ended 1987 consisted of the following:
1987 1986 1985
Accelerated depreciation $ 351,000 $353,000 $369,000
Installment sales (203,000) 746,000 (185,000)
State income taxes (34,000) (94,000) 116,000
Inventory reserves (123,000) (153,000) (122,000)
Capitalized software development costs 687,000
Taxable profit on sales to foreign subsidiary (852,000)
Unrealized foreign exchange losses  
Taxable DISC income
(124,000)
332,000
Other, net (26,000) (46,000) 7,000
$(324,000) $806,000 $517,000
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The long-term deferred tax  liability at December 31, 1987 includes approximately $206,000 related 
to a portion of DISC earnings which is being recognized over a 10-year period for tax return  purposes as 
a result of changes in tax law.
• • • •
Changes in Accounting Principle
• • • •
In addition, during 1987 the Company adopted Statem ent of Financial Accounting Standards No. 
96 (Accounting for Income Taxes). See Income Taxes.
• • • •
Unaudited Quarterly Financial Data
• • • •
The Company’s previously reported 1987 quarterly results have been restated to reflect the 
acquisition of Levco during the year which was accounted for as a pooling of interests, the inventory 
accounting change and the adoption of Financial Accounting Standards No. 96.
WALBRO CORPORATION 
December 31, 1987
ASSETS
Current Assets (note 2):
Deferred income taxes (note 6) 
Total C urrent Assets 
Long-Term Liabilities
Deferred income taxes (notes 2 and 6) 
Total Long-Term Liabilities
1987 1986 1985
(in thousands)
• • • •
908 847 1,268
$25,020 $25,657 $26,093
• • • •
1,763 2,353 902
$22,332 $ 4,805 $14,983
• • • •
Note 6. Income Taxes
Income (loss) before income taxes consists of the following:
Continuing operations—
1987 1986
(in thousands)
1985
Domestic $10,003 $10,685 $6,542
Foreign 1,090 981 1,770
$11,093 $11,666 $8,312
Discontinued operations (domestic) (1,717) (1,171) (3,181)
$ 9,376 $10,495 $5,131
The provision (credit) for income taxes consists of the following:
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1987 1986 1985
(in thousands)
Currently payable— 
U.S. Federal $3,406 $2,168 $2,023
Foreign 80 339 692
$3,486 $2,507 $2,715
Deferred—
U.S. Federal $ (211) $1,957 $ (887)
Foreign 36 (11)
$ (211) $1,993 $ (898)
$3,275 $4,500 $1,817
The provision (credit) for income taxes shown above has been classified as follows in the consoli­
dated statem ents of income:
1987 1986 1985
Continuing operations $3,999
(in thousands) 
$5,040 $3,276
Discontinued operations— 
Operating results (443) (327) (589)
Loss on discontinuance (281) (213) (870)
$3,275 $4,500 $1,817
Effective January 1, 1987, the Company changed its method of accounting for income taxes and 
adopted the new accounting standards contained in Financial Accounting Standards Board Statement 
No. 96, “Accounting F or Income Taxes.” The cumulative effect of applying the new accounting 
standards to years prior to 1987 is included in net income retroactive to the first quarter of 1987. The 
effect of adopting the new standards on 1987 operations was to increase income from continuing 
operations by approximately $182,000, or $.05 per share, and increase income before cumulative effect 
of accounting change and net income by approximately $219,000, or $.07 per share.
A reconciliation of the U.S. Federal statutory income tax rate to the Company’s effective income 
tax rates applicable to continuing operations is as follows:
1987 1986 1985
U.S. Federal statutory income tax  rate
Decrease in effective income tax  rate  resulting from—
40.0% 46.0% 46.0%
Investment tax credit (1.4) (4.7)
Differences between U.S. and foreign income tax  rates 
Tax benefits previously unrecognized under FASB No. 96
(1.7)
(1.6)
(.7) (1.4)
Other (.7) (.7) (.5)
Effective income tax  rates 36.0% 43.2% 39.4%
Prior to April 1987, one of the Company’s foreign subsidiaries operated under a tax  holiday and did 
not pay income taxes. The tax holiday expired in April of 1987. Had this tax holiday not been in effect, 
the Company would have made additional provisions for income taxes of $235,000 ($.07 per share) in 
1987, $138,000 ($.04 per share) in 1986 and $208,000 ($.07 per share) in 1985.
Income taxes are deferred as a result of differences in the timing of the recognition of certain 
income and expenses for income tax  and financial reporting purposes. The sources of the timing 
differences and the related income tax  effects which compose the deferred income tax  provision are as 
follows:
1987 1986
(in thousands)
1985
Depreciation $ 156 $ 838 $605
Pension obligations 177 219 (347)
Reserve for loss on discontinuance (88) 657 (819)
Other (456) 279 (337)
$(211) $1,993 $(898)
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At December 31, 1987 the cumulative amount of undistributed earnings of foreign subsidiaries was 
approximately $6.9 million. No deferred U.S. income taxes have been provided on these earnings since 
they are intended to be reinvested and not rem itted in the foreseeable future. If  such earnings were 
remitted, the impact of foreign withholding taxes would not be significant.
Provisions for state income taxes are included in selling and administrative expenses and amounted 
to $530,000 in 1987, $509,000 in 1986 and $377,000 in 1985.
• • • •
Note 13. Quarterly Financial Information (Unaudited)
• • • •
Quarterly net income for 1987 has been restated to reflect the change in the method of accounting 
for income taxes discussed in note 6 and the discontinuance of the Company’s custom manufacturing 
plastics operations discussed in note 2. Previously reported amounts of net income for the first three 
quarters were $2,730,000 ($.79 per share) for the first quarter, $2,037,000 ($ .59 per share) for the 
second quarter and $781,000 ($.23 per share) for the third quarter.
The Tax Reform Act of 1986 (the Act) was enacted during the fourth quarter of 1986. The Act 
retroactively eliminated certain investment tax credits which the Company would have received during 
1986 under previous law (totaling approximately $300,000, or $.09 per share). Approximately $250,000 
of these eliminated investm ent tax  credits had been used to reduce the provision for income taxes for the 
first three quarters of 1986. As a result, the provision for income taxes for the fourth quarter of 1986 
includes a charge of approximately $250,000, or $.07 per share, to record the loss of these investment tax 
credits. The Company’s effective income tax rate  applicable to continuing operations for the year ended 
December 31, 1986 was approximately 43%. If  the provisions for income taxes for each 1986 quarter had 
been recorded using the actual effective annual rate, income from continuing operations would have 
been $1,878,000 ($.64 per share) for the first quarter, $1,439,000 ($.43 per share) for the second quarter, 
$1,237,000 ($.36 per share) for the third quarter and $1,691,000 ($.49 per share) for the fourth quarter.
W HIRLPOOL CORPORATION
December 31, 1987
December 31 1987 1986
(millions of dollars)
Assets
Current Assets
•  •  •  •
Deferred income taxes 20.9 2.9
Total Current Assets 1,105.0 1,088.2
Other Liabilities
Deferred income taxes 65.5 60.8
Product warranty 13.5 11.9
Long-term debt 165.5 170.9
Cumulative effect on prior years of change 
in accounting for income taxes  10.8
1. Summary of Principal Accounting Policies
• • • •
Investment Tax Credits. Investm ent tax  credits (repealed after 1986) were accounted for by the 
flow-through method as a reduction of federal income tax  expense.
• • • •
4. Whirlpool Acceptance Corporation
• • • •
In 1987, Whirlpool Acceptance Corporation adopted Financial Accounting Standards Board State­
ment No. 96, “Accounting for Income Taxes.” This change in accounting increased 1987 net earnings by 
$3.3 million which consisted primarily of the cumulative effect on prior years.
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9. Income Taxes
In 1987, the Company adopted Financial Accounting Standards Board Statem ent No. 96, 
“Accounting for Income Taxes.” This change in accounting increased 1987 net earnings by $11.1 million 
($.15 per share) which consisted primarily of the cumulative effect on prior years.
The provisions for income taxes were as follows:
1987 1986 1985
(millions of dollars)
Current:
Federal $100.7 $127.2 $ 77.3
State and local 19.9 21.2 12.0
120.6 148.4 89.3
Deferred (credit):
Federal 6 (2.0) (7.6) 39.4
State and local (.3) (1.6) 6.8
(2.3) (9.2) 46.2
$118.3 $139.2 $135.5
A reconciliation between the federal statutory income tax rate  and the consolidated effective
income tax ra te  for earnings before income taxes, equity earnings, minority interests and cumulative
effect of accounting change follows:
1987 1986 1985
Federal statutory rate
State and local taxes, net of federal
40.0% 46.0% 46.0%
tax benefit 4.4 3.2 3.4
Investment tax credit (1.5) (3.7)
Other items 1.7 (2.0) (.6)
Effective Income Tax Rate 46.1% 45.7% 45.1%
Deferred income taxes result from the tax effect of transactions which are recognized in different
periods for financial and tax reporting purposes. Significant components of deferred income taxes and
their related impact on deferred income tax expense are as follows:
1987 1986 1985
(millions of dollars)
Installment sales $1.1 $16.7
Promotional expenses (1.4) (6.1)
Pension costs and other employee benefits (2.9) (2.8) 9.7
Depreciation expense 5.8 7.1 13.9
Provision for facility consolidation (9.9)
Other—net (3.8) 1.4 5.9
Deferred Income Tax Expense (Credit) $(2.3) $(9.2) $46.2
I t  is not practicable to determine the amount of income tax liability, if any, that would result if the 
Company’s equity in undistributed earnings of foreign affiliates and subsidiaries were remitted. 
Foreign withholding taxes payable, if these earnings were distributed, would be approximately $28.8 
million.
• • • •
14. Quarterly Results of Operations (Unaudited)
• • • •
Interim  financial information for the first quarter of 1987 has been restated to reflect the January 1, 
1987 cumulative adjustm ent for the change in accounting for income taxes. The impact on the current 
year is not significant.
• • • •
Net earnings for the fourth quarter of 1986 were reduced by $6.5 million resulting from elimination 
of certain investment tax credits under the Tax Reform Act of 1986.
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RESTATED
AMERICAN EXPRESS COMPANY 
December 31, 1987
1. Summary of Significant Accounting Policies
In 1987, American Express Company and its subsidiaries (the Company) implemented the provi­
sions of new standards relating to  income taxes and annual Cardmember and nonrefundable loan fees. 
The accompanying financial statem ents have been restated, for all periods presented, to reflect the 
retroactive implementation of the new accounting standards.
• • • •
Accounting changes.
• • • •
The Company also implemented the provisions of SFAS No. 96, which changed the criteria for 
measuring the provision for income taxes and recognizing deferred tax assets and liabilities on the 
balance sheet. The statem ent restricts recognition of deferred tax assets and further requires tha t all 
deferred tax balances be determined by using the tax rate  expected to be in effect when the taxes will 
actually be paid. The effect of the new income tax accounting rules on the Company’s consolidated 
income from continuing operations and net income is an increase of $244 million in 1987 and, on a 
restated basis, an increase of $45 million in 1986 and a decrease of $65 million in 1985. Related per share 
amounts are increases of $.56 and $.10 in 1987 and 1986, respectively, and a decrease of $.15 in 1985.
As of December 31, 1987, the Company had a cumulative decrease in equity of $650 million as a 
result of implementing the new accounting standards.
13. Income Taxes
• • • •
The provisions for income taxes consist of the following (millions):
1987 1986 1985
State and local $ 64 $113 $ 79
Federal 10 225 279
Foreign 80 88 100
Total $154 $426 $458
Accumulated net earnings of certain foreign subsidiaries, which totaled $623 million at December 
31, 1987, are intended to be permanently reinvested outside the United States. Accordingly, federal 
taxes, which would have aggregated $148 million, have not been provided.
Deferred income tax  provisions (benefits) result from tem porary differences. Temporary differ­
ences are differences between the tax bases of assets and liabilities and their reported amounts in the 
financial statem ents tha t will result in differences between income for tax purposes and income for 
financial statem ent purposes in future years. Temporary differences consist primarily of certain 
reserves not yet deducted for tax purposes and deferred Cardmember fees, partially offset by prepaid 
policy acquisition expenses and accelerated depreciation. Net deferred tax assets have been recognized 
to the extent tha t tem porary differences can be carried back against taxes paid. The current and 
deferred components of the provisions for income taxes consist of the following (millions):
1987 1986 1985
Current $403 $417 $438
Deferred:
Change in tem porary differences (5) 54 (45)
Increase (decrease) in unrecognized
deferred tax benefits (244) (45) 65
Total deferred (249) 9 20
Total $ 154 $426 $458
Net deferred tax  benefits of $157 million a t December 31, 1987 and net deferred tax credits of $109 
million at December 31, 1986 are included in the Consolidated Balance Sheet in Other Assets and Other
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Liabilities, respectively. The tax  effect of future deductions not recognized in the financial statem ents 
a t December 31, 1987 was approximately $330 million, including $255 million relating to additions to the 
reserve for credit losses. The future benefit of deducting the credit losses may be negatively affected by 
the nonutilization of foreign tax credits.
Aggregate income tax  expense in 1987, 1986 and 1985 is less than tha t computed by using the U.S. 
statutory rate: 40 percent in 1987 and 46 percent in 1986 and 1985. The principal causes of the difference 
in each year are shown below (millions):
1987 1986 1985
Combined tax at U.S. statutory rate 
Reductions in taxes resulting from:
$274 $710 $532
Tax-exempt in terest income (161) (164) (91)
Tax-exempt element of dividend income (57) (48) (24)
Transactions taxed a t capital gains rate (10) (54) (26)
Investment tax  credits 
Increase (decrease) in unrecognized
(11) (21)
deferred tax  benefits 
N et income (loss) of affiliates accounted
(244) (45) 65
for a t equity
Increase in taxes resulting from:
(45) (29) 28
Additions to reserve for credit losses 
Foreign income taxed a t rates other than
300
U.S. statutory rate 6 (75) (58)
State and local income taxes 38 61 43
Non-deductible amortization 20 28 33
All other 33 53 (23)
Income tax  expense $ 154 $426 $458
ARGONAUT GROUP, INC. 
December 31, 1987
December 31
1987 1986
(in millions except per share amounts) 
ASSETS
(restated)
•  •  •  •
Deferred Federal income taxes receivable (note 5) 
LIA BILITIES AND SHAREHOLDERS’ EQUITY
4.7
•  •  •  •
Income taxes payable 31.4 1.9
Deferred Federal income taxes (note 5) 27.7
• • • •
Note 1. Summary of Significant Accounting Policies
• • • •
The financial statem ents have been prepared in accordance with newly-released Financial 
Accounting Statem ent No. 96 (“FAS 96”), Accounting for Income Taxes. Financial periods prior to 
December 31, 1987 have been restated to conform to FAS 96 (see note 5).
• • • •
Note 5. Income Taxes
The Company elected to adopt Financial Accounting Statem ent No. 96, Accounting for Income 
Taxes. Financial statem ents for periods beginning on or after January 1, 1983, have been restated to 
conform to its provisions. The restatem ent did not affect net income. However, it did result in the
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following effects on operating income because of changes in the method used to allocate the income tax 
provision between income from operations and income from other sources (in millions):
1986 1985 1984 1983
Tax effect on operating income $ (2.0) $(28.4) $(47.2) $(13.3)
Tax effect on operating income per share $(0.17) $(2.43) $(4.03) $0.14)
The components of the income tax  provision are (in millions):
Operating Realized
Income Gains Total
1987
Current tax provision 
Deferred tax  effect of current year
$5.8 $39.2 $45.0
tem porary differences 
Deferred tax effect of prior year
(3.3) (3.3)
tem porary differences 
Deferred tax  alternative minimum
(1.3) (39.2) (40.5)
tax provision (“AMT”) 0.8 11.8 12.6
Income tax provision $2.0 $ 11.8 $ 13.8
1986
Current tax provision 
Deferred tax effect of current year
$ 1.7 $ 0.3 $ 2.0
tem porary differences 
Deferred tax  effect of prior year
(0.5) (0.5)
tem porary differences (1.1) (0.3) (1.4)
Income tax provision 
1985
No provision for taxes
$0.1 $ 0.0 $ 0.1
A reconciliation of the amount of income tax  provision attributed to operating income and realized 
gains to the amount of such provision which would have resulted if tax were computed at the statutory
rates is as follows (in millions):
Operating Realized
Income Gains Total
1987 (Federal rates: Operating 
income 40%, Capital gains 34%) 
Income tax provision a t statutory
tax rates $27.3 $39.2 $66.5
Tax effect of:
Tax exempt interest (10.0) (10.0)
Dividends received deduction (4.3) (4.3)
Other permanent adjustm ents, net 
Tax effect caused by the timing of
1.2 1.2
recognition of tem porary differences: 
Prior year differences, deducted in 
the current year 
Current year differences, not
(20.8) (20.8)
reversing within three years and 
therefore not recognizable 7.9 7.9
Prior year differences, reversing
within three years and recognized due 
to assured utilization by carryback (0.5) (27.4) (27.9)
State income tax provision 1.2 1.2
Income tax provision 
1986 (Federal rates: Operating 
income 46%, Capital gains 28%) 
Income tax provision at statutory
$ 2.0 $ 11.8 $ 13.8
tax rates $ 7.2 $ 2.0 $ 9.2
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Operating
Income
Realized
Gains Total
Tax effect of:
Tax exempt interest (10.5) (10.5)
Dividends received deduction (2.5) (2.5)
Amortization of cost in excess of net assets 0.3 0.3
Pre-October 1, 1986 losses not utilized 3.8 3.8
Impact of using ordinary losses a t capital 
gains rate 3.1 (2.0) 1.1
Recognition of prior year tem porary 
differences (1.4) (1.4)
State income tax  provision 0.1 0.1
Income tax provision $ 0.1 $ 0.0 $ 0.1
1985 (Federal rates: Operating 
income 46%, Capital gains 28%) 
Income tax  provision a t statutory 
tax  rates $(39.9) $33.5 $ (6.4)
Tax effect of:
Tax exempt interest (5.0) (5.0)
Dividends received deduction (4.7) (4.7)
Impact of using ordinary losses at 
dividend rate 4.0 (0.7) 3.3
Impact of using ordinary losses at 
capital gains rate 45.6 (27.7) 17.9
Utilization of prior year net operating 
losses (5.1) (5.1)
Income tax  provision $ 0.0 $ 0.0 $ 0.0
The Company had a deferred tax  asset of $4.7 million a t December 31, 1987, and a deferred tax 
liability of $27.7 million at December 31, 1986 as shown in the following table (in millions):
1987 1986
Deferred tax  liability on unrealized gains $28.2 $29.6
Deferred tax  refund from carrybacks (32.9) (1.9)
Deferred tax  (asset) liability $ (4.7) $27.7
The tax  refunds shown above result from the tax effect of the carryback of the following tem porary 
differences (in millions):
1987
AMT Regular Tax
Accrued policyholder dividends $ (17.7) $ (17.7)
Deferred policyholder acquisition costs 5.1 5.1
Reserve discounting (134.5) (118.5)
Total $(147.1) $(131.1)
1986
Accrued policyholder dividends $ (4.5)
Total $ (4.5)
For financial reporting purposes the Company had unrecognized operating losses available to offset 
regular taxable income of $201.5 million a t December 31, 1987, and $369.9 million a t December 31, 1986. 
At December 31, 1987, $185.5 million of the unrecognized loss was also available to offset alternative 
minimum taxable income. These amounts represent tem porary differences which cannot be recognized 
currently for book purposes because the ability to use them  is dependent upon the generation of taxable 
income in future years. These losses, if unutilized, could be carried forward 15 years and would begin to 
expire in 2006.
The Tax Reform Act of 1986 included a provision which required loss reserves to be discounted for 
tax  purposes. I t  mandated a catch-up adjustm ent which established a balance for the pre-1987 reserve
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discount upon which future years’ computations would be made. The unrecognized operating loss at 
December 31, 1986, included a pre-1987 reserve discount of $335.6 million.
The effect of reserve discounting on a year’s taxable income and its related current tax provision is 
determined by the change in the cumulative amount of reserve discount. Its  effect on the deferred 
provision is determined by the amount of reserve discount which will become deductible within a three 
year period and whose realization is assured by carryback.
The combined Federal income tax provision on operations and realized gains of $12.6 million is a 
provision for alternative minimum tax. This alternative minimum tax is available as a credit which can 
be carried forward and used to offset the excess of regular tax  over alternative minimum tax in future 
years.
The Company has no operating losses or tax  credits tha t have not been recognized for tax purposes.
EXCEL INDUSTRIES, INC.
December 31, 1987
3,007 
650
Other long-term liabilities, primarily employee benefits 
Deferred income taxes
• • •
3,342
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Accounting Change
In the fourth quarter of 1987, the Company elected early adoption of FAS No. 96, “Accounting for 
Income Taxes.” This accounting change has been applied retroactively by restating the consolidated 
financial statem ents for years prior to 1987. This change resulted in an increase in 1987 net income of 
approximately $161,000 or $.03 per share. The effects in 1986 and 1985 were to decrease net income and 
net income per share by $220,000 or $.04 per share and $200,000 or $.05 per share, respectively.
• • • •
Income Taxes
Pre-tax income reported by U.S. and Canadian subsidiaries was as follows:
1987 1986 1985
United States $9,464,668 $6,037,724 $1,795,007
Canada 151,572 1,562,446 2,555,451
$9,616,240 $7,600,170 $4,350,458
The provision for income taxes is summarized below:
1987 1986 1985
Current:
U.S. Federal $3,607,000 $2,967,000 $ 629,000
Canadian 38,000 459,000 1,019,000
State 817,200 587,000 158,000
4,462,200 4,013,000 1,806,000
Deferred: 
U.S. Federal 21,000 (401,000) (16,000)
Canadian 82,000 184,000 46,000
103,000 (217,000) 30,000
$4,565,200 $3,796,000 $1,836,000
Deferred provisions (benefits) relate primarily to depreciation differences, certain liabilities being 
deductible only when paid, and basis differences in net assets acquired in nontaxable business combina­
tions.
The provision for income taxes computed by applying the Federal statutory rate to income before 
taxes is reconciled to the recorded provision as follows:
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1987 1986 1985
United States statutory tax rate 40.0% 46.0% 46.0%
State income taxes, net of Federal benefit 5.1 4.2 2.0
Investment tax and other credits (.5) (1.6) (2.5)
Canadian earnings subject to tax a t a
different rate .6 (.7) (4.3)
U.S. tax in excess of foreign tax
credits on intercompany dividends 3.0
Other (.7) 2.0 1.0
47.5% 49.9% 42.2%
• • • •
Significant Accounting Policies
•  •  •  •
Income taxes. Deferred income taxes are provided using the liability method in accordance with 
FAS No. 96, “Accounting for Income Taxes,” which was adopted in the fourth quarter of 1987. This 
accounting change has been applied retroactively by restating the consolidated financial statem ents for 
years prior to 1987. Working capital a t December 31, 1986 decreased by $1,078,000 and properties and 
long-term liabilities increased by $1,188,000 and $1,037,000, respectively, as compared to amounts 
previously reported.
Deferred tax  liabilities (assets) are reflected in the consolidated balance sheet as follows:
1987 1986
Prepaids $(477,000)
Other assets (573,000)
Taxes payable 132,600
Deferred taxes 789,600 650,000
Net liability $ 312,600 $ 209,600
Provision has not been made for U.S. or additional foreign taxes on undistributed earnings of the 
Company’s Canadian subsidiary since such earnings have been and will continue to be reinvested. I t  is 
not practical to estimate the amount of tax tha t might be payable on the eventual remittance of such 
earnings. On remittance, withholding taxes are imposed tha t are then available for use as credits 
against a U.S. tax liability, if any, subject to certain limitations. The amount of withholding tax that 
would be payable on remittance of the entire amount of undistributed earnings would approximate 
$570,000. • • • •
Quarterly Financial Results (Unaudited)
•  •  •  •
(1986 amounts have been restated to reflect adoption of FAS No. 96, “Accounting for Income Taxes.”)
THE FOXBORO COMPANY 
December 31, 1987
Note 1. Summary of Significant Accounting Policies
•  •  •  •
Income taxes. The Company and its domestic subsidiaries file a consolidated United States federal 
income tax  return. United States taxes are provided on earnings of foreign subsidiaries which are 
intended to be rem itted in the near future. No provision is made for such taxes on remaining amounts of 
undistributed earnings of foreign subsidiaries since it is the intention of the Company to continue to 
reinvest these earnings in the business outside the United States.
The Company follows the “flow-through” method of accounting for investment tax credits allowed 
by the United States and certain state and foreign governments in computing its income taxes.
• • • •
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Note 12. Income Tax Provision (Benefit)
The Company changed its policy with respect to accounting for income taxes in 1987 to conform to 
Financial Accounting Standard (FAS) Statem ent No. 96, “Accounting for Income Taxes.” In accord­
ance with FAS 96, the Company reduced its net deferred tax  asset balances in 1986 and 1985 to the 
amounts which could be realized by loss carryback from future years to reduce taxes paid in the current 
or prior years, and has reduced its deferred and prepaid tax balances to reflect legislated changes in 
income tax  rates. The financial statem ents for 1986 and 1985 have been restated to apply the new policy 
retroactively. As a result of the change, 1986 net income was decreased by $610 ($.05 per share) and the 
1985 net loss was increased by $6,727 ($.55 per share). The impact of FAS 96 on years prior to 1985 was 
insignificant.
Income tax provision (benefit) consisted of the following:
United
States Foreign Total
1987
C urrent $ 340 $(1,157) $ (817)
Deferred 317 317
$ 340 $ (840) $ (500)
1986 (restated) 
Current $ 385 $7,460 $7,845
Deferred 610 (2,845) (2,235)
$ 995 $ 4,615 $ 5,610
1985 (restated) 
C urrent $(1,965) $ 6,110 $ 4,145
Deferred 442 (3,760) (3,318)
$(1,523) $2,350 $ 827
United States and foreign income taxes shown above are determined on the basis of the jurisdiction 
imposing the tax  and, therefore, do not compare directly with the geographic segregation of the income 
before taxes disclosed in note 2. United States taxes include state income taxes of $165 in 1987, $385 in 
1986 and $325 in 1985.
Deferred taxes consisted of timing differences related to:
1987 1986 1985
Inventories $762 $145 $(1,870)
Depreciation expense (836) 135 1,715
Taxable exchange gains and losses 309 (500) (3,300)
Pension expense (567) 1,290 (430)
Restructuring costs (4,615)
Reduction of net deferred tax asset 610 6,727
Utilization of operating loss carryforward (2,200)
Other 649 (1,715) (1,545)
$317 $(2,235) $(3,318)
The total income tax provision (benefit) was less (more) than the amounts computed by applying the
United States federal income tax  rate  of 40% in 1987 and 46% in 1986 and 1985 to income (loss) before
taxes due to the following:
1987 1986 1985
Results of foreign operating units:
Subject to taxation a t appropriate rates $ (818) $ 25 $ 450
Special deductions 309 90 95
(509) 115 545
United States foreign tax  credits (1,545) (1,165)
Item s taxed a t capital gains rates 
Federal investment credits and special
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deductions 1,735
Tax benefit not currently utilizable (37,688) (13,535)
DISC and FSC benefit 560 335
Reduction of net deferred tax  asset (610) (6,727)
Utilization of operating loss carryforward 2,200
State taxes (net of federal effect) (99) (210) (175)
Other (177) (325) (265)
$(38,473) $ 955 $(19,252)
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A t year-end 1987, the Company had domestic operating loss carryforward, which expires in 2002, 
of approximately $38,000 and cumulative financial accounting expenses, which will be deductible for tax 
purposes in the future, of approximately $87,000.
• • • •
Note 13. Interim  Financial Information (Unaudited)
• • • •
Results for 1986 have been restated  for a change in accounting for income taxes (see note 12). The 
effect of this change was to increase (decrease) quarterly net income and per share amounts as follows: 
1st quarter—$829 ($.07); 2nd quarter—$(1,767) ($.15); 3rd quarter—$(118) ($.01); and 4th quarter— 
$446 ($.04).
FRUEHA UF CORPORATION 
December 31, 1987
December 31, 1987 December 31, 1986
ASSETS 
Current assets:
• • • •
Current portion of deferred income taxes 20,790
•  •  •  •
Total current assets $692,314 $1,310,677
Current liabilities:
•  •  •  •
Income taxes payable (note 6) 65,418 33,779
Current portion of deferred income taxes 49,172
Total current liabilities $394,530 $908,109
Other liabilities 152,495 184,642
Deferred income taxes 183,920 164,846
• • • •
Note 1. Organization and Summary of Accounting Principles
• • • •
Taxes on income. The financial statem ents include appropriate provision for taxes on income for all 
items included in operations irrespective of the period when such taxes are payable. No provision has 
been made for future United States taxes on the undistributed portion of the Corporation’s equity in 
earnings of foreign subsidiaries and affiliates since it is anticipated tha t the unrem itted earnings will be 
permanently reinvested for growth and expansion.
• • • •
Note 6. Income Taxes
The balance sheet a t December 31, 1986 has been restated to reflect the implementation of 
Statem ent of Financial Accounting Standards No. 96. The provision for income taxes has been com­
puted in accordance with the principles contained in tha t pronouncement.
The components of earnings before taxes are as follows:
United States 
Foreign
Loss before taxes on income
Period ended December 31 
1987 1986
$(64,339,107) $(33,905,505)
(11,341,134)
$(75,680,241) $(33,905,505)
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The provision for taxes on income is summarized as follows:
Period ended December 31 
1987 1986
Current:
United States
Federal $ 12,007,000
State and local 86,000
Foreign
Deferred:
4,595,000 
$ 16,688,000
United States $(51,279,000) $(13,600,000)
Foreign 391,000
Total income tax benefit included in
$(50,888,000) $(13,600,000)
Consolidated Statements of Operations $(34,200,000) $(13,600,000)
Excluded from the provision for taxes on income (current U.S. Federal taxes) is a benefit of 
$9,300,000 relating to assets held for sale and interest expense not included in the Statement of 
Operations (note 12).
Income taxes payable a t December 31, 1987 include approximately $26 million due on the sale of 
the Canadian and European subsidiaries and approximately $25 million due on the pension plan 
terminations.
A reconciliation of the provision for taxes on income (benefit) to federal income tax computed at the 
statutory rate follows:
Period ended December 31 
1987 1986
Net loss $(41,480,241) $(20,305,505)
Income tax benefit (34,200,000) (13,600,000)
Loss before taxes on income $(75,680,241) $(33,905,505)
Statutory federal income tax rate 
Federal income tax  (benefit) computed
40% 46%
at statutory rate
Increase (decrease) resulting from: 
Equity in earnings of unconsolidated
$(30,272,000) $(15,597,000)
foreign affiliates
Consolidated foreign subsidiaries’ non­
(1,282,000)
deductible net operating losses 5,454,000
Nontaxable foreign exchange (gain) loss 
Dividends received from foreign
(2,942,000)
subsidiaries 998,000
Tax benefit from foreign sales corporation 
Effective tax  ra te  differential on earnings
(454,000)
of consolidated foreign affiliates 1,298,000
Investment tax credit recapture 974,000
Tax rate  differential for deferred taxes (8,958,000)
All other items 984,000 (1,997,000)
Provision for income taxes $(34,200,000) $(13,600,000)
Effective tax rate 45.2% 40.1%
Deferred taxes on income result from differences in the timing of the recognition of certain 
revenues and expenses for tax and financial statem ent purposes. The income tax effect of the major 
items follows:
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Period ended December 31
1987 1986
Revenue:
Installment sales contracts $(25,140,000)
Sales-type leases (22,871,000)
Long-term contracts 117,000
Royalties (231,000)
Expenses:
Deferred compensation 13,679,000
Amortization (1,400,000)
Depreciation (32,176,000)
Adjustments to nondeductible reserves 17,789,000
Inventory (4,812,000)
Investment tax credit carryforward 2,257,000
Net operating loss carryforward 932,000 $(13,600,000)
Pensions 122,000
Interest on defeased debt 1,276,000
All other items (430,000)
Total $(50,888,000) $(13,600,000)
Deferred tax assets (liabilities) result from differences in the basis of assets and liabilities for tax
and financial statem ent purposes. The cumulative tax effect of the major items follows:
Period ended December 31
1987 1986
Fixed assets $(173,357,000) $(205,533,000)
Nondeductible reserves 58,994,000 76,783,000
Intangibles (42,039,000) (43,439,000)
Inventory (27,273,000) (32,085,000)
Net operating loss carryforward 11,044,000 11,976,000
Deferred compensation 4,838,000 18,517,000
Unremitted royalties (590,000) (821,000)
Installment sales contracts (482,000) (25,622,000)
Sales-type leases (22,871,000)
Long-term contracts (296,000) (179,000)
Investment tax  credit carryforward 2,257,000
Pensions 2,305,000 2,427,000
Interest 1,213,000 2,489,000
All other items 2,513,000 2,083,000
Total $(163,130,000) $(214,018,000)
Deferred taxes for installment sales contracts and sales-type leases, which had been sold to 
Fruehauf Finance Company, became currently payable when the Corporation sold Fruehauf Finance 
Company.
At December 31, 1987, the Corporation had a net tax operating loss carryforward of $32,481,000, 
which will expire a t December 31, 2000.
•  •  •  •
Quarterly Financial Information (Unaudited)
•  •  •  •
The results of operations for the first three quarters of 1987 have been adjusted for the following 
items: . . . .  (iv) the implementation of Statem ents of Financial Standards No. 96, Accounting for 
Income Taxes, and No. 87, Employers’ Accounting for Pensions.
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SHELLER-GLOBE CORPORATION
January 3, 1988
January 3, December 28, 
1988 1986
(in thousands)
ASSETS 
Current assets:
•  •  •  •
Prepaid expenses, including deferred income
taxes of $11,056 (9,017 in 1986)
•  •  •  •
14,735 13,242
Total current assets
Long-term debt, net of current portion and
260,630 261,421
unamortized debt discount (note 7) 369,552 455,076
Deferred income taxes (note 10)
•  •  •  •
1. Significant Accounting Policies
25,744 19,532
•  •  •  •
Change in accounting for income taxes—The Company has retroactively changed its method of 
accounting for income taxes effective June 11, 1986, to comply with Statement of Financial Accounting 
Standards No. 96, “Accounting for Income Taxes.” The new statem ent requires, among other things, 
tha t the effect of a change in tax  laws or rates be included in income from continuing operations for the 
period tha t includes the enactment date.
The effect of the change was to increase net income for the period ended December 28, 1986 by 
approximately $7,770,000. The cumulative effect of the change at June 11, 1986 was reflected by 
adjusting the purchase price allocation as of tha t date.
•  •  •  •
10. Income Taxes
As indicated in note 1, the Company has retroactively changed its method of accounting for income 
taxes effective July 11, 1986, to comply with Statem ent of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes.” Results of operations for the period October 1, 1985 to June 11, 1986 
and for the year ended September 30, 1985 have not been restated.
Income (loss) before income taxes and minority interests for the year ended January 3, 1988, for the 
periods ended December 28, 1986 and June 11, 1986, and the year ended September 30, 1985, consists of 
the following:
Predecessor
January 3, December 28, June 11, September
1988 1986 1986 1985
(in thousands)
Domestic:
Continuing operations $ (7,430) $(12,945) $24,257 $36,306
Discontinued operations (104) (331) 10,902 20,583
Extraordinary charge
(7,534) (13,276)
(19,248)
15,911 56,889
Foreign:
Continuing operations 16,513 6,502 8,605 7,603
Discontinued operations 333 (70) 1,016 1,366
16,846 6,432 9,621 8,969
$ 9,312 $ (6,844) $25,532 $65,858
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The related provision (credit) for income taxes consists of the following:
January 3, 
1988
Current:
U.S. federal $(4,211)
State and local (755)
Foreign 8,487
3,521
Deferred:
U.S. federal 3,108
State and local 494
Foreign (955)
2,647
Adjustments of deferred 
taxes due to changes in 
U.S. federal tax  rates
Total provision $6,168
Total provision consists of:
Continuing operations $6,050
Discontinued operations 118
Extraordinary charge
$6,168
Predecessor
December 28, 
1986
June 11, 
1986
September 30, 
1985
(in thousands)
$(12,650) $ 15,959 $26,006
(950) 1,553 2,461
4,143 4,586 1,014
(9,457) 22,098 29,481
8,078 (7,494) (2,791)
699 (717) (236)
(1,258) (530) 2,261
7,519 (8,741) (766)
(8,794)
$(10,732) $ 13,357 $ 28,715
$(10,611) $ 14,201 $ 18,721
(121) 5,114 9,994
$(10,732)
(5,958) 
$ 13,357 $ 28,715
Investm ent tax credits on continuing operations of approximately $215,000 and $1,854,000 for the 
periods ended December 28, 1986 and June 11, 1986, respectively, and $1,363,000 for the year ended 
September 30, 1985, and investment tax credits on discontinued operations of $74,000, $442,000 and 
$209,000 for the same periods, respectively, have been applied as a  reduction of U.S. federal income 
taxes on the flow-through method.
The effective income tax rate  on income (loss) before minority interests differs from the U.S. 
federal tax ra te  due to  the following:
January 3, December 28,
1988 1986
Continuing Discontinued Continuing Discontinued
operations operations operations operations
Statutory U.S. federal 
income tax (benefit) rate 
Amortization of excess cost
40.0% 40.0% (46.0)% (46.0)%
of net assets acquired 17.8 48.0 13.1 46.1
Foreign tax ra te  differentials 
Foreign sales corporation
9.8 (40.0) 3.6 (11.8)
favorable tax rates 
Investment tax  credits, net
(5.2)
of recapture
State and local income taxes
2.6 (3.3) (18.5)
(credits), net of U.S. 
federal tax effect (1.8) 3.5 (2.1)
Equity in losses of affiliated
company
Adjustments of deferred taxes
1.1 4.0
due to change in tax  rates (136.5)
Other 2.3 2.5
Effective rate 66.6% 51.5% (164.7)% (30.2)%
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Predecessor
Statutory U.S. federal 
income tax rate  
Foreign tax ra te  differentials 
Investment tax credits, net 
of recapture
State and local income taxes, 
net of U.S. federal 
tax effect 
Other
Effective rate
June 11, 
1986
Continuing Discontinued
operations operations
46.0% 46.0%
(0.5) (1.7)
(5.6) (3.7)
1.5 2.3
1.8
43.2% 42.9%
September 30, 
1985
Continuing
operations
Discontinued
operations
46.0% 46.0%
(1.5) (1.2)
(3.1) (1.0)
1.9 1.7
(0.7)
42.6% 45.5%
The effective rate  for the extraordinary charge in the period ended June 11, 1986 differs from the 
statutory U.S. federal tax  rate  due principally to approximately $3,215,000 relating to merger expenses 
which are not deductible for income tax purposes.
Deferred income taxes applicable to significant individual tem porary differences were as follows:
Predecessor
January 3, December 28, June 11, September
1988 1986 1986 1985
(in thousands)
Reserves for estimated losses $ 3,313 $ 949 $ (860) $ 73
Provision for self-insured risks 1,767 53 (1,226) (2,139)
Foreign undistributed earnings (1,486)
Inventory valuations (981) (1,241) (480) (162)
Excess of tax over (under)
book depreciation (653) 1,138 2,397 4,973
Compensation related liabilities 524 1,502 (264) (2,047)
Accrued pension contributions (42) (153) (1,257) (1,456)
Accounts receivable reserves 20 200 (280) (56)
M erger costs 5,491 (4,333)
Other (each less than 5% of
U.S. statutory rate) 185 (420) (2,438) 48
$2,647 $ 7,519 $(8,741) $ (766)
Taxes which would be payable if the cumulative undistributed earnings of foreign subsidiaries, 
other than the Company’s Canadian subsidiary, were distributed have not been recorded as such 
earnings have been and are expected to be reinvested in the business indefinitely. Such undistributed 
earnings a t January 3, 1988 aggregated approximately $10,218,000. The tax on this amount, if remitted, 
would be offset to a significant extent by foreign tax  credits generated by the distributions.
Effective as of January 4, 1988, the Company entered into a tax sharing agreement with KIHI. The 
tax sharing agreement provides tha t for years subsequent to January 3, 1988, the Company will file 
consolidated U. S. federal income tax  returns with KIHI and will pay to or receive from K IHI an amount 
equal to the U.S. federal income tax or refund which the Company would otherwise be liable for or 
entitled to if it were to file U.S. federal income tax returns separate from KIHI.
•  •  •  •
12. Selected Quarterly Financial Data (Unaudited)
The following unaudited information shows selected items by quarter for the year ended January 3, 
1988 and periods ended December 28, 1986 and June 11, 1986. The quarterly information has been 
restated for discontinued operations for all periods and the change in accounting for income taxes for the 
year ended January 3, 1988 and period ended December 28, 1986.
•  •  •  •
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The credit for income taxes for the period October 1, 1986 to December 28, 1986 consists principally 
of adjustm ents to deferred taxes due to changes in U.S. federal income tax rates.
For the period ended June 11, 1986, period end adjustments relating principally to differences 
between the estimated annualized effective tax rate  and the actual effective tax rate  increased net 
income by approximately $491,000 for the period April 1, 1986 to June 11, 1986.
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IV
RECOGNITION OF A DEFERRED TAX ASSET ONLY
Few enterprises in NAARS have recognized deferred tax assets without also recognizing 
deferred tax liabilities in accordance with SFAS 96 for the initial year in which the pronouncement 
is adopted. Eight examples of recognizing deferred tax assets only are presented below, of which 
none of the enterprises restated previous years’ financial statements.
AMERICAN EXPRESS CREDIT CORPORATION 
December 31, 1987
6. Income Taxes
The taxable income of the Company is included in the consolidated U. S. federal income tax return  of 
American Express.
The U.S. federal income tax  provision is computed on a separate return  basis. However, under an 
agreement with TRS, the provision also includes benefits for future tax deductions tha t are recogniz­
able for TRS consolidated reporting purposes.
The 1986 and 1985 tax return  income of Credco was computed on the cash basis of accounting and its 
financial statem ents were prepared on the accrual basis of accounting. Beginning in 1987, Credco’s 
taxable income is computed on the accrual basis in compliance with the Tax Reform Act of 1986.
Deferred income taxes result from tem porary differences. Temporary differences are differences 
between the tax  basis of assets and liabilities and their reported amounts in the financial statem ents that 
will result in differences between income for tax  purposes and income for financial statem ent purposes 
in future years. The current and deferred components of the provision (benefit) for income taxes consist 
of the following (millions):
1987 1986 1985
Current $80 $40 $ 101
Deferred:
Cash basis adjustments 5 12 30
Provision for losses (27) 45 (24)
(22) 57 6
Total $58 $97 $ 107
Net deferred tax benefits of $15 million and $2 million a t December 31, 1987 and 1986, respectively, 
are included in the Balance Sheet in Other assets. Federal tax overpayments to TRS of $13 million and
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$74 million at December 31, 1987 and 1986, respectively, are included in the Balance Sheet in Due from 
affiliates and Due to affiliates, respectively. The adoption of the Statement of Financial Accounting 
Standards No. 96, Accounting for Income Taxes, by American Express in 1987, did not have a material 
impact on Credco.
AUTOMATED SYSTEMS, INC. 
June 30, 1988
June 30, 1988 and 1987 
Assets
Current assets:
1988 1987
• • • •
Recoverable income taxes (note 7) 809 382
Deferred income taxes (note 7) 90 86
Prepaid expenses and other current assets 51 112
Total current assets 8,268 8,975
•  •  •  •
Deferred income taxes (note 7) 172
• • • •
Cumulative effect on prior years (to July 1,
1987) of the change in accounting for
income taxes (note 1) (195)
• • • •
1. Summary of Significant Accounting Policies
• • • •
(f) Income taxes. Statem ent of Financial Accounting Standards (SFAS) No. 96, “Accounting for 
Income Taxes,” was issued by the Financial Accounting Standards Board in December 1987. A 
requirement of SFAS 96 is tha t deferred tax liabilities or assets a t the end of each period will be 
determined using the tax rate expected to be in effect when taxes are actually paid or recovered. 
Accordingly, under the new rules, income tax expense provisions will increase or decrease in the same 
period in which a change in tax  rates is enacted. Previous rules required providing deferred taxes using 
rates in effect when the tax  asset or liability was first recorded, without subsequent adjustm ent solely 
for tax-rate changes.
In conformity with SFAS 96 transition rules, the Company has elected to adopt the new income tax 
accounting in 1988. The cumulative effect to July 1, 1987 ($195,453) of the change is shown separately in 
the Statements of Operations for the year ended June 30, 1988.
Investment tax  credits prior to January 1, 1986 were recognized as a reduction of income tax 
expense in the year in which the related assets were placed in service.
• • • •
7. Income Taxes
The components of income tax  expense (benefit) are as follows:
Current:
Federal
State
Total currently payable (recoverable) 
Deferred
Total income tax  expense (benefit)
Year Ended June 30
1988 1987 1986
$(915,000) (316,000) 517,000
15,000 18,000 142,000
(900,000) (298,000) 659,000
(27,000) (57,000) (60,000)
$(927,000) (355,000) 599,000
The income tax benefit represents recoverable income taxes from the carryback of the current year 
operating loss for Federal income tax  purposes. State operating loss carryforwards of approximately
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$2,700,000 are not currently available for financial reporting purposes and can be used to offset taxable 
income in future years. The Company also has Federal income tax carryforwards of approximately 
$988,000 related to capital losses and amounts not currently deductible for Federal income tax purposes 
and for which a deferred tax benefit cannot be recognized. Capital loss carryforwards expire in 1992. 
The remaining carryforwards will begin to expire after 2002. Under SFAS 96, the recognition and 
measurement of deferred tax  assets shall not assume any taxable income in future years.
Deferred income taxes for 1988 reflect the impact of “temporary differences” between the amount 
of assets and liabilities for financial reporting purposes and such amounts as measured by tax laws and 
regulations. These “tem porary differences” are determined in accordance with SFAS 96 (see note 1) and 
are more inclusive in nature than “timing differences” as determined under previously applicable 
generally accepted accounting principles. Principal items making up the deferred federal income tax 
asset includes inventory excess stock reserves, deferred ren t and deferred compensation. Deferred 
income taxes for 1987 and 1986 have not been restated.
The actual income tax  rates differ from the “expected” income tax  rates as follows:
Year Ended June 30
1988 1987 1986
Expected Federal income tax expense (benefit) rate (34.0)% (46.0)% 46.0%
Rate differential on loss carryback (12.9)
Tax effect of unusable loss carryforwards 7.0
Capital loss carryforward 17.2
State income taxes, net of Federal income
tax benefit 0.5 1.5 4.4
Dividends received deduction (12.9)
Tax exempt interest income (3.0) (9.8) (9.4)
Investment tax credit, net of recapture 0.2 0.7 (7.8)
Research and development credit (5.2) (5.8)
Other, net 0.3 0.9 4.0
Actual tax rate (47.1)% (54.2)% 37.2%•  •  •  •
Quarterly Financial Information
•  •  •  •
includes cumulative effect on prior years (to July 1, 1987) of the change in accounting for income 
taxes.
FOREST CITY EN TERPR ISES, INC. 
January 31, 1988
January 31 
1988 1987
(in thousands)
Assets
Current Assets
•  •  •  •
Deferred income tax  benefit 1,499 1,324
Prepaid expenses and other assets 1,038 570
Total C urrent Assets 157,973 142,823
Long-term debt 81,222 63,960
•  •  •  •
Deferred income taxes 3,647
•  •  •  •
Net earnings before cumulative effect of a
change in accounting principle 
Cumulative effect on prior years of a change in
3,186 13,061 7,444
accounting principle relating to income taxes 9,187
•  •  •  •
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A. Summary of Significant Accounting Policies
• • • •
Income taxes. Deferred income taxes arise from temporary differences in the recognition of 
revenues and expenses for financial and tax reporting purposes and principally relate to development 
costs, installment sales, bad debt allowances and depreciation. Investment tax credits are treated as a 
reduction of federal income tax  expense using the flow-through method.
• • • •
I. Income Taxes
The Company’s provision (credit) for income taxes from continuing operations consists of the 
following components.
For the Years Ended 
_____________ January 31______________
Current
1988 1987
(in thousands)
1986
Federal $4,038 $207 $(3,957)
Foreign (36) 41 (59)
State 624 223
Deferred
4,626 248 (3,793)
Federal (2,419) (46) 799
State (528) (11) (370)
(2,947) (57) 429
Provision (credit) for income taxes $ 1,679 $ 191
Earnings (loss) before income taxes consists of the following.
For the Years Ended 
January 31
$(3,364)
1988 1987 1986
Domestic $2,234 $483 $(7,406)
Foreign (415) (442) (427)
$ 1,819 $ 41 $(7,833)
The difference between the effective tax rate  and the statutory federal income tax ra te  of 39%, 46% 
and 46%, respectively, is due to the following items.
For the Years Ended 
January 31
1988 1987 1986
(in thousands)
Financial earnings (loss) before income taxes $ 1,819 $ 41 $(7,833)
Income taxes computed a t the statutory rate $ 709 $ 19 $(3,603)
Increase (decrease) in tax resulting from:
Investm ent tax  credit, net 79 (16) (178)
50%-owned entities (income) losses
not deductible (29) 134 (2)
State taxes, net of federal benefit 42 (6) (80)
Nondeductible expenses 80
Adjustment of prior years’ taxes 202 (73) 175
Contribution carryover 103 (196) 144
Deferred compensation 101 100
Foreign tax  benefit not received 116 225 118
Rate difference for change in tax  law 373
Other items 4 3 (38)
Total provision (credit) $ 1,679 $ 191 $(3,364)
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The deferred provision for income taxes results from the following tem porary differences in the 
recognition of revenues and expenses for tax and financial reporting purposes.
For the Years Ended 
January 31
Construction contract revenues reported on
1988 1987
(in thousands)
1986
completed contract basis 
Allowance for doubtful accounts deducted for 
statem ent purposes
Revenues reported on the installment method and
$ 3 
(322)
$(420) $ 88
expenses deferred for tax purposes (1,023) 407 1,320
Development costs expensed for tax 
Excess of tax  over book depreciation and
(1,259) (731) (432)
amortization 45 432 168
State taxes, net of federal benefit (349) (6) (200)
Investment and other tax credit carryovers (42) 261 (515)
$(2,947) $ (57) $ 429
A t January 31, 1988, the current deferred income tax benefit of $1,499,000 consists primarily of 
revenues reported on the installment method and expenses deferred for tax purposes of $1,193,000. The 
noncurrent deferred income tax  benefit of $821,000, included in other assets, principally consists of 
revenues reported on the installment method and expenses deferred for tax purposes of $552,000, 
allowance for doubtful accounts deducted for statem ent purposes of $399,000 and deferred investment 
tax credits of $219,000 which cannot be utilized currently, less the excess of tax over book depreciation 
and amortization of $413,000.
The Company elected to adopt Statement of Financial Accounting Standards No. 96, “Accounting 
for Income Taxes,” (“Statem ent 96”) effective February 1, 1987 which, among other things, requires 
companies to recognize currently the effect of changes in statutory tax rates on temporary differences 
for which deferred income taxes previously were provided. The adoption of Statement 96, reported as 
the cumulative effect on prior years of a change in accounting principle, resulted in a $9,187,000 
reduction of the deferred income tax  liability and a corresponding increase in net earnings, including the 
effect on the equity in earnings in its  unconsolidated subsidiaries. The reduction of the deferred income 
tax  liability is comprised of the following entities: Enterprises, $153,000; Rental Properties, $8,884,000; 
and Credit Corporation, $150,000.
Compliance with Statem ent 96 in 1987 resulted in an increase in net earnings before cumulative 
effect of a change in accounting principle of $830,000, or $.10 per share. This amount consisted of an 
increase in net earnings of $1,293,000 for Rental Properties and decreases in net earnings of $373,000 for 
Enterprises and $90,000 for Credit Corporation. The pro forma effect in 1986 of adopting Statement 96 
would have been to increase net earnings by approximately $9,187,000 due to the change in tax rates 
legislated in 1986. The pro forma effect in 1985 would not have been materially different from that 
actually reported.
The Company includes Rental Properties and Credit Corporation in its consolidated tax return. 
Income taxes are allocated to these unconsolidated subsidiaries based on their tax status.
The Internal Revenue Service (IRS) has examined the Company’s income tax returns for the years 
ended January 31, 1985 and prior. During 1984 the IRS issued a report proposing various adjustments 
which, if sustained, would have resulted in substantial additional federal income taxes and related 
interest for the years ended January 31, 1979, 1980 and 1981. The proposed adjustments related 
primarily to the construction operations of the Company and generally involved issues regarding the 
timing of income recognition and the character of tha t income. The Company disagreed with the 
proposed adjustm ents and was prepared to contest them vigorously. Later in 1984 the District Office of 
the IRS withdrew its report and submitted certain issues to the IRS National Office for technical 
advice. No formal advice has been rendered. The Company is uncertain as to the exact nature and effect 
of any adjustm ents tha t may ultimately be proposed. The IRS has not issued reports for the four years 
ended January 31, 1985 pending resolution of the proposed adjustments relating to earlier years.
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GENERAL ELECTRIC COMPANY 
December 31, 1987
Extraordinary item—GE Capital Corporation loss on early 
extinguishment of certain long-term debt (note 15)
Cumulative effect to January 1, 1987 of initial application of 
Statement of Financial Accounting Standards No. 96,
“Accounting for Income Taxes” (note 1)
GE and consolidated affiliates
GE Financial Services, Inc.
• • • •
1. Summary of Significant Accounting Policies
• • • •
Income taxes. Statem ent of Financial Accounting Standards (SFAS) No. 96, “Accounting for 
Income Taxes,” was issued by the Financial Accounting Standards Board in December 1987. A 
requirement of SFAS 96 is tha t deferred tax liabilities or assets a t the end of each period will be 
determined using the tax  ra te  expected to be in effect when taxes are actually paid or recovered. 
Accordingly, under the new rules, income tax expense provisions will increase or decrease in the same 
period in which a change in tax rates is enacted. Previous rules required providing deferred taxes using 
rates in effect when the tax  asset or liability was first recorded, without subsequent adjustm ent solely 
for tax-rate changes.
In conformity with SFAS 96 transition rules, GE has elected to adopt the new income tax 
accounting in 1987. The cumulative effect to January 1, 1987 ($59 million for GE and consolidated 
affiliates and $518 million for GE Financial Services, Inc.) of the change is shown separately in the 1987 
column of the Statem ent of Earnings on page 25. Also, as required, quarterly earnings reported for 1987 
have been restated for the effect of this change on interim quarters in 1987 as if it had occurred at 
January 1. Restated quarterly amounts can be found in note 27.
Investment tax  credit (ITC). The ITC was repealed, with some transitional exceptions, effective 
January 1, 1986. However, for financial reporting purposes, GE has deferred recognition of the ITC 
each year and continues to amortize ITC as a reduction of the provision for income taxes over the lives of 
the facilities to which the credit applies.
• • • •
8. Provision for Income Taxes (Excluding Extraordinary Item and Cumulative Effect of Changes in 
Accounting Principles)
Significant components of the normal provision for income taxes by taxing jurisdiction are shown 
below.
Provision for income taxes
(in millions) 1987 1986 1985
U.S. federal income taxes: 
Estim ated amount payable $ 956 $ 1,062 $ 842
Deferred tax expense (benefit) (65) (95) 90
Investment credit deferred (amortized)—net (87) (88) 35
804 929 967
Foreign income taxes: 
Estim ated amount payable 197 198 135
Deferred tax expense (benefit) 8 (24) (4)
205 174 131
Other (principally state and local 
income taxes) 79 97 45
$ 1,088 $ 1,200 $ 1,143
59
518
(62)
Deferred income taxes for 1987 reflect the impact of “tem porary differences” between the amount 
of assets and liabilities for financial reporting purposes and such amounts as measured by tax  laws and 
regulations. These “tem porary differences” are determined in accordance with Statement of Financial 
Accounting Standards No. 96 (see note 1) and are more inclusive in nature than “timing differences” as 
determined under previously applicable generally accepted accounting principles. Deferred income
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taxes for 1986 and 1985 have not been restated. Principal items making up the deferred U.S. federal 
income tax provisions follow.
Deferred U.S. federal income taxes
Increase (decrease) in provision for income taxes
(in millions) 1987 1986 1985
Tax over book depreciation $18 $87 $124
Margin on installment sales (16) (33) 48
Provision for warranties 9 (27) 23
Provision for pensions 10 (52) (171)
Other—net (86) (70) 66
$(65) $(95) $ 90
Other—net includes a number of tem porary differences such as those related to various portions of 
transactions involving business dispositions and restructuring expense provisions.
The U.S. investm ent tax credit (ITC) was repealed, with some transitional exceptions, effective 
January 1, 1986. ITC in 1986 and 1985 had aggregated $49 million and $111 million, respectively, and the 
amounts added to net earnings because of GE’s deferral from prior years were $87 million in 1986 and 
$76 million in 1985. As a result of the accounting change in 1987, unamortized ITC is treated as a 
temporary difference for deferred tax  accounting. Accordingly, $52 million was added to 1987 earnings 
before extraordinary item and cumulative effect of changes in accounting principles. The remaining 
unamortized ITC balance of $191 million (net of deferred tax) at year-end 1987 will be added to income in 
future years.
The U.S. federal statutory tax  rate  on corporations was 40% in 1987, down from 46% in each of the 
two previous years. GE’s normal effective tax  rate  (provision for income taxes as a percentage of 
earnings before income taxes, extraordinary item and cumulative effect of changes in accounting 
principles) was 33.9% in 1987 compared with 32.5% in 1986 and 33.3% in 1985. A summary of reasons for 
differences between the statutory rate  and GE’s effective rate follows.
Differences between U.S. deferral statutory
and GE effective tax rates 1987 1986 1985
U.S. federal statutory rate 
Reductions in taxes resulting from:
Inclusion of GEFS earnings (before extraordinary item and
40.0% 46.0% 46.0%
cumulative effect of accounting change) in consolidated 
before-tax income on an after-tax basis (6.9) (6.3) (5.5)
Varying tax rates of consolidated affiliates
(principally foreign) (3.7) (2.2) (3.6)
Investment tax credit (2.7) (2.3) (2.2)
Income tax at capital gains rate (0.6) (1.4) (0.2)
Varying rates on unusual items 0.8 (0.4) (0.6)
Current-year effect of income tax  accounting change 4.1
All other—net 2.9 (0.9) (0.6)
GE effective tax  rate 33.9% 32.5% 33.3%
Provision has been made for U.S. federal income taxes to be paid on that portion of the undistri­
buted earnings of affiliates and associated companies expected to be rem itted to the parent company. 
Undistributed earnings intended to be reinvested indefinitely in affiliates and associated companies 
totaled $1,318 million, $1,063 million and $964 million at the end of 1987, 1986 and 1985, respectively. I t 
is estimated tha t foreign tax credits would approximately offset the U. S. taxes payable if these earnings 
were to be distributed.
Based on the location (not taxing jurisdiction) of the GE business providing goods or services, 
domestic income before taxes, extraordinary item and cumulative effect of changes in accounting 
principles was $2,690 million in 1987 ($3,081 million in 1986 and $3,232 million in 1985). The correspond­
ing amounts for foreign-based operations were $517 million, $611 million and $188 million in each of the 
last three years, respectively.
General Electric Financial Services, Inc. (GEFS) is a nonconsolidated affiliate for financial report­
ing but is included in GE’s consolidated U.S. federal income tax return. Taxes payable by the 
consolidated companies shown in this note exclude the effect of significant tax credits and deductions of 
GEFS, which arise primarily from leasing activities. GE and GEFS together had net taxes payable for
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1987, 1986 and 1985. Existing leases of GEFS will generate taxable income in future years, which is 
provided for in the deferred income taxes of GEFS (see note 15). At December 31, 1987, 1986 and 1985, 
tax credit carryforwards totaling $168 million, $275 million and $358 million, respectively, were 
recorded by GEFS as a partial offset to deferred taxes. For financial reporting purposes, GEFS 
investment tax  credit carryforward amounts are amortized to earned income over lease periods (as are 
investment tax  credits currently usable). For tax  purposes, they will be offset against taxes payable in 
the future.
17. Other Assets
•  •  •  •
December 31 (in millions) 1987 1986
Recoverable engineering costs on government contracts $791 $405
Deferred income taxes 620 180
•  •  •  •
Deferred income taxes a t December 31, 1987 included net current deferred tax assets of about $366 
million.
•  •  •  •
27. Quarterly Information (Unaudited)
Net earnings and related per-share amounts for the first three quarters of 1987 have been restated 
as required by SFAS 96, “Accounting for Income Taxes.”
PLENUM  PUBLISHING CORPORATION 
December 31, 1987
1987 1986
ASSETS 
Current Assets: •  •  •  •
Deferred income tax  benefits—notes B and F 
Total C urrent Assets
•  •  •  •
1,813
102,195
1,374
48,914
Deferred Income Taxes—notes B and F 360 535
• • • •
Note A. Summary of Significant Accounting Policies
•  •  •  •
(8) Investment tax credits are applied under the flow-through method to reduce the provisions for 
Federal income taxes.
Note B. Accounting Change
•  •  •  •
Effective January 1, 1987, the Company has made an accounting change for deferred taxes as a 
result of the application of the Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes.” In accordance with the Statement, income tax benefits on the excess of book over tax 
deductions should not be deferred if book deductions are not available for tax purposes within the three 
years subsequent to year end. See note F. The cumulative effect on prior years of the change has been 
shown in the income statem ent and the effect of the change during the current year as a whole or on 
current quarterly results is not material.
•  •  •  •
Note F. Income Taxes
Income taxes consist of the following:
Current
1987
Deferred
$(523,469)
123,570
$(399,899)
Total
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Federal 
State and City
$4,802,469
540,430
$5,342,899
$4,279,000
664,000
$4,943,000
1986
Current Deferred Total
Federal $5,646,542 $226,458 $5,873,000
State and City 896,195 (4,195) 892,000
$6,542,737 $ 222,263 $6,765,000
1985
Current Deferred Total
Federal $5,246,488 $ (91,488) $5,155,000
State and City 696,555 (1,555) 695,000
$5,943,043 $ (93,043) $5,850,000
Deferred income tax  benefits result from the recognition of the income tax effect of tem porary 
differences in reporting transactions for financial and tax  purposes. A description of the differences and 
the related tax effect follows:
Valuation of inventories 
Depreciation
Employees’ welfare benefits
Net unrealized loss on marketable securities
1987 1986 1985
$ 24,301 $301,487 $ 132,499
123,405 (79,224) 70,658
(2%,200)
(547,605)
$(399,899) $222,263 $ (93,043)
A reconciliation of the computed “expected” tax  expense at the Federal statutory rate and the 
actual tax  expense for the years shown below is as follows:
1987 1986 1985
% O f %  Of %  Of
Income Income Income
Before Before Before
Income Income Income
Amount Taxes Amount Taxes Amount Taxes
Computed “expected” 
tax  expense $5,503,700 40.0% $8,740,000 46.0% $7,308,800 46.0%
Increases (reductions) 
in tax  resulting from: 
Investment tax 
credits (126,100) (.9) (186,600) (.9) (221,100) (1.4)
State and city 
income taxes, net 
of Federal income 
tax  benefit 398,600 2.9 481,600 2.5 375,300 2.4
Nontaxable portion 
of dividend 
income (1,217,600) (8.8) (1,180,300) (6.2) (698,100) (4.4)
FSC income taxed 
a t a lower rate (311,300) (2.3) (351,900) (1.9) (276,000) (1.7)
Realized capital 
gains taxed a t 
a lower rate (3,600) (904,000) (4.7) (525,000) (3.3)
Deferred tax  benefits 
not recognized 
Unrealized capital 
losses taxed at 
a lower rate 
Miscellaneous—net
416,300
234,700
48,300
3.0
1.7
.3 166,200 .8 (113,900) (.8)
Actual tax expense $4,943,000 35.9% $6,765,000 35.6% $5,850,000 36.8%
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THE UNITED STATES SHOE CORPORATION
January 30, 1988
1. Significant Accounting Policies
• • • •
Income taxes. The company provides for deferred income taxes on tax timing differences. Future 
income tax benefits classified as a current asset represent items expensed for financial reporting 
purposes which have not yet been taken as tax deductions. Future income tax benefits are expected to 
be taken as tax deductions in the near term. The company elected to adopt Statement of Financial 
Accounting Standards No. 96, “Accounting for Income Taxes.” This statem ent changes the method of 
accounting for income taxes from the deferral method to the liability method (see note 2). The 
“flow-through” method of accounting for investment tax credit is used.
• • • •
2. Accounting Changes
The company, effective February 1, 1987, changed its inventory capitalization method, elected to 
adopt Statement of Financial Accounting Standards No. 96, “Accounting for Income Taxes,” and 
adopted the last-in, first-out (LIFO) method of determining inventory values for specialty apparel 
inventories.
• • • •
Statement of Financial Accounting Standards No. 96, “Accounting for Income Taxes” (SFAS 96), 
issued in December 1987, requires tha t deferred tax liabilities or assets at the end of each period be 
determined using the tax  ra te  expected to be in effect when taxes are actually paid or recovered. 
Accordingly, under the new accounting standards, income tax expense provisions increase or decrease 
in the same period in which a change in tax rates is enacted. Previous rules required providing deferred 
taxes using the rates in effect when the tax asset or liability was originally recorded, without subse­
quent adjustm ent for tax-rate changes.
The company has elected to adopt this new income tax  accounting standard in 1987. The cumulative 
effect of this change in income tax accounting as of February 1, 1987 was $6.3 million ($.14 per share) and 
was reported as an increase in net earnings for the fiscal year ended January 30, 1988.
If  the change in accounting principle for the new inventory valuation method and the adoption of 
SFAS 96 had been applied retroactively, the effects would have been immaterial to net earnings in 1987, 
1986 and 1985.
• • • •
9. Income Taxes
The provision for income taxes excluding cumulative effect of accounting changes consists of:
1987 1986 1985
Federal income taxes—
Currently payable $18,294 $14,028 $44,067
Deferred—
Excess of tax over book depreciation 8,985 8,355 6,772
Pension income 1,102 1,395
Rent expense (1,405) (533)
Deferred compensation (914) (1,699) (1,538)
Other, net (3,865) (614) 410
State, local and foreign income taxes 2,738 3,068 9,315
$24,935 $24,000 $59,026
The reconciliation of the income tax provision to a tax provision based upon the statutory rate  is
as follows:
1987 1986 1985
Federal statutory provision 
State, local and foreign income taxes
$23,774 $22,757 56,994
(net of federal benefit) 
Investment tax  credit
1,670 1,657 5,030
(4,163)
Other, net (509) (414) 1,165
Provision for income taxes $24,935 24,000 59,026
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WATKINS-JOHNSON COMPANY 
December 31, 1987
Other Assets:
Notes receivable $ 2,812 $2,972
Claims receivable 8,728
Deferred income taxes 1,537 2,274
Total other assets 13,077 5,246
• • • •
1. Significant Accounting Policies
• • • •
Income taxes. In December 1987 the Company adopted, retroactive to January 1, 1987, the 
provisions of Statem ent of Financial Accounting Standards No. 96, “Accounting for Income Taxes” 
(SFAS 96) (see note 4). The consolidated statem ents of income continued to include provisions for 
deferred income taxes for transactions that are reported in one period for financial accounting purposes 
and in another period for income tax purposes. However, as required by SFAS 96, deferred taxes are 
provided using the “liability” method rather than the “deferred” method used prior to 1987. Federal 
income tax expense is reduced by the investment and research and development tax credit in the year in 
which the credits are generated. S tate and local income taxes are included in selling and administrative 
expenses.
• • • •
4. Income Taxes
In 1987 the Company adopted the provisions of Statement of Financial Accounting Standards No. 
96, “Accounting for Income Taxes” (SFAS 96). The cumulative effect on prior years of this accounting 
change reduced net income by $675,000 or 8 cents per share. The 1987 first-quarter results were 
restated for this change. Except for the cumulative effect, adoption of SFAS 96 did not significantly 
affect the 1987 income tax  provision or net income. As permitted by SFAS 96, the income tax provisions 
for 1985 and 1986 have not been restated.
components of the Federal and foreign income taxes are as follows:
(in thousands) 1987 1986 1985
Current:
Federal $10,913 $12,784 $11,900
Foreign 37 55 297
Total 10,950 12,839 12,197
Deferred:
Depreciation 503 560 500
Capitalized leases (3) (8) (39)
State franchise tax 124 (34) (32)
Deferred compensation (133) (564) (544)
Uniform capitalization (420)
Other (71) (71) 48
Total $10,950 $12,740 $12,130
The differences between the effective income tax  rate  and the statutory Federal income tax  rate 
are as follows:
1987 1986 1985
Statutory Federal tax  rate  
Reductions in taxes due to:
40.0% 46.0% 46.0%
Investm ent tax credit (8.0) (2.5)
Foreign sales corporation exemption (1.7) (1.5) (1.9)
Research credit (0.7) (0.8) (1.5)
Other 0.5 (0.4) (0.4)
Effective income tax  rate 38.1% 42.5% 39.7%
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Income before tax  for domestic and foreign operations is as follows:
(in thousands)
Domestic
Foreign
Total
1987 1986 1985
$28,218 $29,970 $29,875
523 11 692
$28,741 $29,981 $30,567
Domestic state and local income taxes included in selling and administrative expenses totaled 
$2,368,000 in 1987, $2,700,000 in 1986 and $2,385,000 in 1985.
W OLVERINE WORLD W IDE, INC.
January 2, 1988
As of Fiscal 
Year-End
1987 1986
ASSETS 
Current Assets
• • • •
Deferred income taxes—note G 450
Other current assets 1,560 1,363
Total C urrent Assets 133,355 142,445
• • • •
Note A. Summary of Significant Accounting Policies
• • • •
Income taxes. The provision for income taxes is based on earnings reported in the financial state­
ments. A deferred income tax asset or liability is determined by applying currently enacted tax 
laws and rates to the expected reversal of the cumulative tem porary differences between the carrying 
value of assets and liabilities for financial statem ent and income tax purposes. Deferred income tax 
expense is measured by the change in the deferred income tax asset or liability during the year.
Investment tax  credits were recognized in 1985 using the flow-through method as a reduction of 
current income tax  expense.
• • • •
Note G. Income Taxes
Effective as of the beginning o f  1987, the Company elected to adopt early the provisions of Financial 
Accounting Standards Board Statem ent No. 96 relating to the accounting for income taxes. Statement 
No. 96 changes from the deferred method to the liability method in determining deferred income taxes 
(see note A) and requires a different method of reporting the benefit realized from the utilization of net 
operating loss carryovers. The change in accounting method had no effect on net earnings for 1987; 
however, the benefit realized during the year ($875,000 or $.12 per share) from utilization of net 
operating loss carryovers would have been reported as an extraordinary credit under previous account­
ing standards. The change did not result in a cumulative effect adjustm ent as of the beginning of the 
year, since all previously recorded deferred income taxes were eliminated in 1986 as a result of the 
Company’s net operating loss carryover position.
The provision (credit) for income taxes consists of the following:
Currently payable: 
Federal
State and foreign 
Deferred:
Federal
State and foreign
1987 1986 1985
(thousands of dollars)
$450 $(4,601) $(2,338)
800 459 216
(450) 1,759 1,219
159 46
$(2,224) $ (857)$800
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A reconciliation of the Company’s income tax provision (credit) and the amount computed by 
applying the statutory federal income tax  rate  (1987—40%; 1986 and 1985—46%) to earnings (loss) 
before income taxes is as follows:
1987 1986 1985
(thousands of dollars)
Statutory rate applied to earnings (loss) 
before income taxes 
Increase (decrease) in income taxes
$2,901 $(6,814) $1,430
resulting from:
Operating loss in excess of recognizable 
benefits
Utilization of prior year net operating
4,5%
loss carryovers (875)
Tax credit carryovers utilized
State and foreign taxes, less related federal
(840)
benefit
Nontaxable earnings of Puerto Rican
218 505 (11)
subsidiaries and foreign affiliates (352) (709) (429)
Nontaxable gain on sale of foreign subsidiary (1,340)
Investment tax credits (437)
Other (252) 198 (70)
$ 800 $(2,224) $ (857)
The components of deferred income tax expense (credit) result from the following temporary 
differences between earnings reported for financial reporting and income tax purposes:
1987 1986 1985
(thousands of dollars)
Accelerated depreciation for income tax  purposes $ 788
Items not currently deductible for income tax 
purposes:
Asset valuation allowances $(450) 1,198
Fringe benefit expenses (269)
Other accrued expenses (671)
Other 219
Effect of net operating loss carryovers $1,918
$(450) $1,918 $1,265
No federal income tax  benefit has been recognized on net operating loss carryovers totaling 
$15,622,000 at January 2, 1988. This amount consists of $8,587,000 in remaining preacquisition losses of 
certain subsidiaries and $7,035,000 in net tem porary differences tha t have been recognized for financial 
reporting purposes in advance of the deductibility for income tax  purposes. The ability to utilize 
preacquisition losses to reduce taxable income in the future is limited to the amount of income generated 
by each of the acquired companies. These losses expire as follows: 1990—$163,000; 1991—$893,000; 
1992—$1,050,000; 1993—$2,176,000; 1994—$1,433,000; 1995—$1,820,000; 1997—$1,052,000.
The Company has not provided deferred income taxes on the unremitted earnings of its Puerto 
Rican subsidiaries and foreign affiliates because such earnings are considered permanently invested. If  
unrem itted earnings of these subsidiaries and affiliates were distributed, no federal income taxes would 
be payable; however, approximately $500,000 of withholding taxes would be payable to other taxing 
authorities upon such distributions.
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V
RECOGNITION OF NEITHER A DEFERRED TAX LIABILITY 
NOR A DEFERRED TAX ASSET
Adoption of SFAS 96 affects the preparation of the financial statements of an enterprise even if 
it does not result in the recognition of either a deferred tax liability or a deferred tax asset. Nineteen 
examples are presented below of enterprises that adopted SFAS 96 and recognized neither (or an 
insignificant one) in the initial year of adoption. The examples are classified according to whether or 
not some or all of the previous years’ financial statements were restated.
NOT RESTATED
ADAMS RESOURCES & ENERGY, INC.
December 31, 1987
4. Federal Income Taxes
The Company has elected, in 1987, to adopt Statem ent of Financial Accounting Standards No. 96. 
Because of the Company’s cumulative operating losses and related tax loss carryforwards, the adoption 
of Statem ent No. 96 has no effect on results of operations except tha t the utilization of tax loss 
carryforwards to offset taxable income is currently treated  as a component of the income tax provision 
as opposed to prior years’ reporting practice of treating the utilization of tax loss carryforwards as 
extraordinary credits.
A reconciliation of the reported income tax provisions to taxes computed at the corporate federal 
income tax rate  is as follows (in thousands, except percentages):
Years Ended December 31
1987 1986 1985
Amount Percent Amount Percent Amount Percent
Computed income tax
provision 
Capital gains 
Tax refund 
Utilization of tax
$927 40% $903
(81)
46%
(4)
$ 1,461 
(235) 
(168)
46%
(8)
(5)
loss carryforwards 
Alternative minimum tax
(927) 
47 
$ 47
(40)
2
2%
(822) (42) (1,058) (33)
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As of December 31, 1987, the Company has net operating loss carryforwards for tax purposes of 
approximately $19.7 million, which will expire in 1995 through 1998 if not utilized prior to such dates. 
The Company also has investm ent tax  credit carryforwards of approximately $1.4 million, which will 
expire in the years 1993 through 1998 if not utilized prior to such dates.
The Revenue Act of 1987 and the Tax Reform Act of 1986 made a number of changes to prior tax 
law, including the reduction of the corporate tax  rate, elimination of investment tax credits and the 
institution of stiffened alternative minimum tax requirements for corporations. Because of the Com­
pany’s significant tax  loss carryforwards, the changes in tax law do not have a significant effect on 
results of operations or liquidity. However, under certain provisions of the alternative minimum tax, 
the availability of tax  loss carryforwards to offset taxable income is limited to 90% of alternative 
minimum taxable income. As a result of this combination of factors, the Company experienced an 
effective 2% tax  rate  for 1987.
AMVESTORS FINANCIAL CORPORATION 
December 31, 1987
1. Summary of Significant Accounting Policies
• • • •
h. Income taxes. The Company and its subsidiaries prepare and file their income tax  returns on a 
consolidated basis. Investm ent tax credits were recognized as a reduction in the provision for income 
taxes in the year credits were utilized on the Company’s income tax return.
In the fourth quarter, 1987, the Company elected to early adopt the provisions of Financial 
Accounting Standards Board Statem ent No. 96, “Accountingfor Income Taxes.” The change in method 
was applied as of January 1, 1987 and had no effect on net earnings for the year ended December 31, 
1987.
• • • •
10. Income Taxes
The actual tax  expense for each year differs from the “expected” tax expense (computed by 
applying the Federal tax rate  of 40% for 1987 and 46%, in 1986 and 1985, to earnings before income 
taxes) as follows:
Expected income tax 
Tax exempt municipal bond interest 
and dividends received deductions 
Special life insurance company deductions 
Investment tax credit 
Change in net tem porary differences, 
not previously tax effected 
Tax benefits and credits deferred by 
net operating loss carryforward 
Other, net
Actual income tax  expense
Year ended December 31
1987 1986 1985
$ 1,643,311 $1,073,017 $(101,971)
(108,000)
(703,747)
(127,385)
(272,690)
(543,027)
(11,362)
(371,414)
55,235 
$ 388,000 $ 257,300
115,184
(1,851)
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DH TECHNOLOGY, INC.
December 31, 1987
1. Summary of Significant Accounting Policies
• • • •
Income taxes. The Company has adopted Statem ent of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes,” for the year ended December 31, 1987. The application of this 
statem ent had no material cumulative impact on retained earnings or on the results of operations for 
1987, due to the Company’s net operating loss carryforwards.
Investment tax  credits are recorded as a reduction of the provision for federal income taxes using 
the flow-through method.
• • • •
6. Income Taxes
The following summarizes the income tax  provisions:
1987 1986 1985
Current income taxes:
State $ (3,356) $142,154 40,088
Puerto Rico 768,617 365,543 105,088
Total income tax  provision $ 765,261 $507,697 $145,176
The 1987 state tax  credit represents a refinement of previous years’ state tax provision.
The following summarizes the difference between the income tax provisions and the amount
computed by applying the U.S. federal income tax rate  of 40% in 1987 and 46% in 1986 and 1985 to
income before income taxes:
1987 1986 1985
Federal income tax at statutory rate $ 1,439,753 $ 1,310,456 $ 171,260
State taxes, net of federal tax benefit (3,356) 142,154 40,088
Tollgate taxes 709,617 300,000
Puerto Rico income tax  benefit 
Effect of U.S. losses not providing
(702,539) (1,357,237) (724,246)
tax benefit
Effect of utilization of net operating
112,324 658,074
loss carryforwards (678,214)
Total income tax provision $ 765,261 $ 507,697 $ 145,176
Prior to the December 18, 1987 m erger (note 1), Caribe had a 10 year tax exemption on income 
derived from manufactured products under the provisions of the Industrial Incentive Act of 1978. In 
addition, Caribe has elected to be taxed pursuant to Section 936 of the United States Internal Revenue 
Code (“tax holiday”).
Tax savings derived from the existence of the tax  holiday in Puerto Rico in 1987, 1986 and 1985 
amount to approximately $703,000, $1,357,000 and $724,000 or $.14 per share, $.25 per share and $.15 
per share, respectively. These savings were offset with $709,617 in 1987 and $300,000 in 1986 of 
dividend remittance (tollgate) taxes, due to the repatriation of all of the earnings from Puerto Rico 
during 1987 and 1986.
During 1987, the Company utilized net operating loss carryforwards of $1,695,537, which provided 
a current tax benefit of $678,214.
As of December 31, 1987, the Company has net operating loss carryforwards for financial state­
ment purposes of approximately $244,000 and $671,000 for federal income tax purposes, which will 
expire 1998 through 2001 if not utilized. The Company also has investment and other credits amounting 
to $124,500, after reduction of credits due to the Tax Reform Act of 1986, which are available to offset 
future tax liabilities.
In addition, as of December 31, 1987, the Company has $2,740,000 of net operating loss carryfor­
wards and $171,991 of investm ent and other credits associated with the acquisition of MPI. These 
carryforwards can only be used to reduce future income of MPI.
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FIRST INTERSTATE OF IOWA, INC.
December 31, 1987
1. Significant Accounting Policies
• • • •
Income taxes. The Company and its subsidiaries file a consolidated Federal income tax return. 
Each subsidiary provides for income taxes on a separate return  basis, and remits to (receives from) the 
Company amounts determined to be currently payable (refundable).
Investment tax  credits relating to property acquired before 1986 for use in operations are credited 
to operations in the year the credits are used to reduce Federal income taxes currently payable 
(flow-through method). Investm ent tax  credits relating to assets acquired before 1986 and leased to 
others are amortized over the term s of the leases (deferral method).
• • • •
11. Income Taxes
The current and deferred components of income taxes included in the consolidated statem ents of 
operations were as follows:
Current:
Federal
State
Deferred:
Federal
State
1987
321,702
321,702
$321,702
1986
$(344,834)
18,621
(326,213)
$(326,213)
1985
$(2,407,362)
(176,637)
(2,583,999)
(535,856)
(78,224)
(614,080)
$(3,198,079)
As the Company’s income tax  returns are filed several months following the end of the year, the 
amounts reported as current and deferred income taxes are subject to revision based on the actual 
amounts used in the Company’s returns. The amounts reported in 1985 were restated to reflect the 
changes in current and deferred income taxes. Total income taxes reported were not affected by such 
changes.
Deferred tax benefits and liabilities result from temporary differences in the timing of income and 
expense recognition for financial statem ent and tax purposes. At December 31, 1987 and 1986, all 
deferred income taxes payable were offset by tax  benefits arising from operating loss carryforwards 
and tax credit carryforwards. To the extent the financial statem ent loss carryforwards are used in 
subsequent years, deferred income taxes payable will be restored at current tax rates. The components 
of deferred income tax benefits a t December 31, 1985 were as follows:
1985
Cash basis of tax reporting $(414,312)
Lease income (221,562)
Provision for loan losses 375,141
Depreciation (514,033)
Accretion (111,458)
Charitable contributions 131,212
Other 140,932
$(614,080)
The reasons for the differences between income taxes and the amount computed by applying the 
statutory Federal income tax ra te  of 40% for 1987 and 46% for prior years to income (loss) before income 
taxes were as follows:
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1987 1986 1985
Provision a t statutory rate  
State income taxes—net of Federal
$ 2,165,153 $(5,541,534) $(6,214,221)
tax benefit 193,021 10,055 (137,625)
2,358,174 (5,531,479) (6,351,846)
Effect of non-taxable interest income 
Unrealized net operating loss
(1,052,126) (1,469,931) (2,034,429)
carryforwards 
Realized net operating loss 
carryforwards 
Effect of non-deductible
(1,168,860)
6,872,979 4,422,515
goodwill amortization 197,330 226,930 226,930
Other (12,816) (424,712) 538,751
$ 321,702 $ (326,213) $(3,198,079)
For financial reporting purposes, as of December 31, 1987, the Company has operating loss 
carryforwards of approximately $12,000,000 and general business credit carryforwards of approximate­
ly $2,900,000 for which no income tax benefits have been recognized in the consolidated financial 
statements. These carryforwards will be available to reduce future income taxes.
For Federal income tax purposes, operating loss carryforwards of approximately $6,800,000 expire 
in varying amounts from 1990 to 2001; general business credit carryforwards of approximately 
$2,900,000 expire in varying amounts from 1989 to 2001; and charitable contribution carryforwards of 
$208,000, $271,000, $186,000 and $81,000 expire from 1988 to 1991, respectively.
For state income tax  purposes, the non-bank affiliates have a state net operating loss carryforward 
of approximately $4,100,000, which expires in varying amounts from 1997 to 2000. The bank affiliates 
are required to file separate state franchise tax  returns. Seven of the banks have state franchise net 
operating loss carryforwards aggregating $23,000,000, which expire in varying amounts from 1997 to 
2002.
The Company adopted Financial Accounting Standards Board Statement of Financial Accounting 
Standards No. 96, “Accounting for Income Taxes,” by applying the Statement to 1987. The only effect of 
adoption of the Statem ent was classification of the benefit from utilization of operating loss carryfor­
wards as a reduction of 1987 income tax expense, rather than presentation as an extraordinary item in 
the consolidated statem ent of operations.
INFOTRON SYSTEMS CORPORATION
December 31, 1987
1. Summary of Significant Accounting Policies
• • • •
Income taxes. The Company has adopted the Statement of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes,” effective for the year ended December 31, 1987. Taxes on amounts 
which affect financial and taxable income in different periods are reported as deferred income taxes. 
Deferred taxes are provided only on items which will result in a net tax liability in future years. 
Investment tax credit carryforwards will be recognized as a reduction of income tax expense in the year 
they are utilized.
• • • •
5. Income Taxes
The Company has adopted Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes” (SFAS 96). SFAS 96 provides tha t the manner of reporting tax benefits of operating loss 
carryforwards should be determined by the source of income in the current year. The Company 
recognized a net operating loss carryforward in 1987 in the amount of $486,000, or $. 10 per share, with 
respect to income in foreign subsidiaries. In accordance with SFAS 96, this benefit is not reflected as an 
extraordinary item in 1987.
The provision (benefit) for the components of income taxes is composed of the following:
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For the Years Ended December 31
Current:
1987 1986 1985
Federal $ (335,000) $(274,000)
Foreign $202,000
State 315,000 241,000 425,000
Deferred:
517,000 (94,000) 151,000
Federal
Foreign
(1,564,000) 473,000
State (510,000) 123,000
(2,074,000) 596,000
$517,000 $(2,168,000) $747,000
The deferred income tax  provision (benefit) consists of:
For the Years Ended
December 31
Reversal of deferred taxes through
1986 1985
recognition of net operating loss $(2,074,000)
Depreciation $499,000
Deferred expenses (20,000)
Sales-type leases 
Intercompany profit on inventory
148,000
Machinery and equipment (31,000)
$(2,074,000) $596,000
The following schedule reconciles the federal statutory income taxes to the Company’s tax provi­
sion (benefit):
For the Years Ended December 31
1987 1986 1985
Provision (benefit) a t statutory rate $(4,162,000) $(2,071,000) $ 2,047,000
Plus state income taxes 315,000 242,000 363,000
Add (deduct):
Tax exemption of Puerto Rico
(3,847,000) (1,829,000) 2,410,000
subsidiary (1,915,000) (1,355,000) (1,349,000)
Asset write-down, nondeductible 
Research and experimentation credits 
Investment tax credits 
Foreign subsidiaries
3,112,000 1,016,000
(700,000)
(525,000)
(earnings)/losses (240,000) (460,000) 398,000
Domestic losses, not benefited 
Other, net
3,407,000 460,000
513,000
$ 517,000 $(2,168,000) $ 747,000
Income (loss) before income taxes is composed of domestic and foreign operations as follows:
F or the Years Ended December 31 
1987 1986 1985
Domestic $(11,509,000) $(5,502,000) $ 5,316,000
Foreign 1,105,000 999,000 (866,000)
$(10,404,000) $(4,503,000) $ 4,450,000
F or financial reporting purposes, the Company had net operating loss and credit carryforwards of 
$10,937,000 available to reduce financial income at December 31, 1987.
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For federal income tax  reporting purposes, the Company has domestic net operating loss and credit 
carryforwards of $15,163,000 expiring in 2002. In addition, net operating carryforwards are available to 
its foreign subsidiaries to offset future taxable income. The carryforwards, converted into dollars a t the 
exchange rates a t December 31, 1987, amount to $1,672,000, which will expire in varying amounts 
between 1990 and 1994.
The Company does not recognize deferred taxes on undistributed earnings of foreign subsidiaries, 
which are considered to be permanently reinvested.
THE MERCHANT BANK OF CALIFORNIA
December 31, 1987
2. Summary of Significant Accounting Policies
•  •  •  •
f . Income taxes. The Bank has elected to adopt the Financial Accounting Standards Board’s 
Statem ent No. 96, “Accounting for Income Taxes,” in 1987. (See note 8 on income taxes).
• • • •
8. Income Taxes
In December 1987, the Financial Accounting Standards Board issued Statem ent of Financial 
Accounting Standards No. 96, “Accounting for Income Taxes.” The Bank elected to  adopt this state­
ment in 1987 by recording the adjustm ent for prior years (to December 31, 1986) in the consolidated 
statem ent of operations for 1987. The adjustm ent of $91,161 to apply retroactively the new method is 
included in income of 1987. The pro forma amounts shown on the consolidated statem ents of operations 
have been adjusted for the effect of retroactive application on the change in accounting for income taxes.
There was no provision for federal or state income taxes in 1987, 1986 or 1985 due to the net 
operating losses sustained by the Bank.
As of December 31, 1987 the Bank had a net operating loss carryforward of $7,784,000 for financial 
statem ent purposes and the following net operating loss carryforwards for income tax return  purposes:
Operating Loss Carryforwards
Year of 
Expiration
Federal Income 
Tax Return
State Income 
Tax Return
1988
1989 33,000 2,829,000
1990 5,071,000
1991 1,205,000
2002 516,000 239,000
$6,825,000 $3,068,000
As more fully discussed in note 12, the Bank is currently attem pting to raise a minimum of 
$3,000,000 through the sale of common stock to a potential investor. If  the Bank is successful in 
completing this proposed transaction, then the Bank’s ability to use its net operating loss carryforwards 
may be substantially limited.
NORTHWEST EN G IN EERIN G COMPANY 
December 31, 1987
Note A. Significant Accounting Policies
•  •  •  •
Income taxes. United States income taxes have not been provided on the unrem itted earnings of 
TEL as such earnings are considered to be permanently reinvested. Investment tax credits are 
accounted for using the flow-through method as a reduction of federal income taxes in the year in which 
the credits are utilized.
•  •  •  •
103
Note F. Income Taxes
The Company in 1987 adopted FASB Statem ent No. 96, Accounting for Income Taxes, which was 
issued in December, 1987. Application of this pronouncement by the Company allows the provision for 
income tax expense to be directly offset by unrecorded deferred tax  benefits, which caused 1987 net 
income and net income per common share to increase by $1,952 and $.32, respectively. Prior years have 
not been restated since retroactive application had no material effect on the 1986 or 1985 financial 
statem ents as issued.
Major components of the Company’s income tax provision for the years ended December 31, are 
summarized below:
1987 1986 1985
Current:
Federal $ 60
State 330 217 79
Foreign 26
Provision in lieu of income taxes 3,121 2,470
Total $416 $3,338 $2,549
No deferred income taxes have been provided for the various tem porary differences (relating 
principally to inventory valuation reserves, deductions and expense accruals for book purposes) since no 
current benefit could be realized. Deferred income taxes relating to these temporary differences will be 
provided in future periods to the extent the tax  carryforwards are utilized.
The annual tax provision is different from the amount which would be provided by applying the 
statutory federal income tax rate  to the Company’s pre-tax income from continuing operations. The 
reasons for the differences for the years ended December 31, are summarized below:
Statutory federal income tax 
Federal alternative minimum tax 
Income of foreign subsidiary not 
taxable in current year 
Utilization of unrecorded deferred 
tax  benefits
State income tax  net of federal benefit 
Other
Effective income tax ra te  and tax  expense
1987 1986 1985
% $ % $ % $
40 $ 4,471 46 $3,094 46 $2,381
1 60
(17) (1,889)
(22) (2,440)
2 214 2 117 1 43
2 127 2 125
4 $ 416 50 $3,338 49 $2,549
A t December 31, 1987, the Company has federal tax  basis net operating loss carryforwards 
available to offset future taxable income of $119,224. The book basis loss carryforwards exceed the tax 
basis loss carryforwards by $31,628. The tax benefits of the unused loss carryforwards and unused tax 
credit carryforwards have not been recognized in the financial statem ents as the realization of these 
benefits is dependent on future taxable income. The tax carryforwards expire as follows:
N et Operating 
Losses
Investment 
Tax Credits
1994 $ 69
1995 141
1996 42,708 63
1997 45,231 29
1998 12,424 38
1999 11,908 17
2000 12
2001 4,581
2002 2,372
$119,224 $369
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Approximately $112,432 of the net operating loss carryforwards and $250 of the investment tax 
credit carryforwards relate to Terex. The amount of Terex net operating loss and investment credit 
carryforwards could change depending upon the outcome of Internal Revenue Service audits in process 
for the years 1981 and 1982.
The Company also has various state operating loss and credit carryforwards expiring at various 
dates through 2002 available to reduce future state taxable income and income taxes, respectively. In 
addition, TEL has approximately $43,000 of tax  basis loss carryforwards which may be available to 
offset its future taxable income, generally without expiration dates. Determination of the book basis 
loss carryforwards of TEL is not practicable.
• • • •
Note G. Stockholders’ Investm ent
• • • •
In a prior period, the Company went through reorganization proceedings which were accounted for 
in a manner similar to a quasi-reorganization. Adjustments to the related estimated liabilities are 
charged directly to additional paid-in capital, and tax  benefits which resulted from utilization of 
Northwest’s pre-reorganization net operating loss carryforwards have been recorded as a direct 
increase in additional paid-in capital in 1986 and 1985.
• • • •
Quarterly Financial Data
Net income and income per common share for the first three quarters of 1987 have been restated to 
reflect the adoption in 1987 of FASB No. 96, Accounting for Income Taxes, as described in note F.
NORTHWESTERN STATES PORTLAND CEM ENT COMPANY 
November 30, 1987
5. Income Taxes
The provision (benefit) for income taxes consists of the following:
Current:
1987 1986
(in thousands)
Federal $ 160
State 21
Deferred 160 (1,066)
Utilization of net operating loss (341)
$(1,066)
In December 1987, the Financial Accounting Standards Board issued a new Statem ent of Financial 
Accounting Standards (SFAS) No. 96, “Accounting for Income Taxes.” The Company is required to 
adopt the new accounting and disclosure rules no later than its fiscal year ending November 30, 1990 
although earlier implementation is permitted. The Company adopted the new standard effective 
December 1, 1986. As a result of significant net operating loss carryforwards, implementation of SFAS 
No. 96 did not have a material effect on the Company’s reported financial position or net income.
The Company’s tax provision of $341,000 for 1987 has been offset by the utilization of net operating 
loss carryforwards.
The Company has net operating loss and other tax  credit carryforwards for Federal income tax 
purposes of $15,959,000 and $220,000, respectively, a t November 30, 1987. If  not offset against taxable 
income, $838,000 of the net operating loss will expire in 1998, $4,012,000 will expire in 1999, $7,048,000 
will expire in 2000, and $4,061,000 will expire in 2001. For financial statem ent purposes, net deferred 
tax credits have been previously eliminated based upon their expected amortization during the loss 
carryforward period. Upon realization of the tax  benefits of the net operating loss carryforward in 
subsequent periods, the amounts eliminated from the deferred tax accounts, to the extent they would 
not have reversed, will be reinstated.
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VICTORIA BANKSHARES, INC.
December 31, 1987
Note 1. Summary of Significant Accounting Policies
• • • •
Income taxes. The Company files a consolidated federal income tax return  using the accrual basis of 
accounting. Deferred taxes are provided for items of income and expense tha t are recognized differently 
for tax  purposes than for financial statem ent purposes unless these tem porary differences result in a 
deferred tax  asset, which is not recognized until realized for tax reporting purposes. The Company has 
net operating loss and tax  credit carryforwards as further discussed in note 13. Recognition is given in 
the accompanying consolidated financial statem ents to the benefits of net operating losses only to the 
extent that they are currently realizable through carryback against prior year taxable income.
• • • •
Note 13. Federal Income Taxes (Benefits)
In December 1987, the F inancial Accounting Standards Board issued Statement No. 96, “Account­
ing for Income Taxes.” The Company is required to adopt the statem ent no later than 1989; however, 
early adoption is perm itted and the Company has chosen to adopt the statem ent in the current year. The 
Company chose not to retroactively restate prior years, as perm itted by the statement. The statem ent 
significantly changes the accounting for deferred taxes. At December 31, 1987 and 1986, the Company 
has no deferred tax  asset or liability reported in its financial statem ents and is in a net operating loss 
carryforward position. As such, the adoption of the statem ent had no effect on the Company’s reported 
financial position and net loss and would have no effect if retroactively applied to the earlier periods 
presented. The statem ent limits the ability to recognize deferred tax assets. Management does not 
expect the statem ent to  have a material effect on future operations of the Company because the 
Company’s deferred tax assets are expected to exceed its deferred tax liabilities, if recorded for 
financial reporting purposes, in the near future. However, future income tax  benefits from net 
operating loss carryforwards will be reported as a separate component of income taxes related to 
operations rather than as an extraordinary credit as required by prior accounting literature.
The Company is, for tax purposes, considered a “large bank,” and under the provisions of the Tax 
Reform Act of 1986, it is required to recapture its tax reserve for possible loan losses over a four-year 
period beginning in 1987. The effect of such recapture will be to increase the unrecorded deferred tax 
asset, as further discussed above. The difference between the tax and financial reporting reserves for 
possible loan losses is the largest tem porary difference affecting the Company’s taxable position. In 
addition, write-downs of foreclosed properties are expensed for financial reporting purposes prior to 
being deducted for tax  reporting purposes, and accelerated depreciation is recognized for tax purposes, 
creating other tem porary differences affecting the Company.
Taxes (benefits) applicable to consolidated income were as follows (in thousands):
Year Ended December 31
1987 1985
Current $(1,178) $(1,764)
Deferred (687)
Total Tax Benefits $(1,178) $(2,451)
Taxes provided on consolidated income were different from the amount computed by applying the 
U.S. Federal income tax  statutory rate  for the reasons noted below (in thousands):
Year Ended December 31
1987 1986 1985
Amount % Amount % Amount %
Tax Provision (Benefit) Computed 
at the Statutory Rate 
Decrease (Increase) in Provision
$ (982) (40)% $ (7,939) (46)% $ 2,779 46%
Resulting from:
Tax Exempt In terest 1,531 62% 3,186 18% 5,099 84%
Other
Unrecorded Tax Benefit
(111) (4)% (136) (1)% 131 2%
(discussed above) (1,224) (50)% (10,989) (63)%
Total Tax Benefit $(1,178) (48)% $(2,451) (40)%
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The Federal income tax  rate  in the Parent Company statem ents of income differs from the 
statutory rates due to the unrecognized tax  benefits, the non-taxability of dividends received from 
subsidiaries and the non-deductibility of certain expense items, primarily goodwill amortization.
As of December 31, 1987, the Company had net operating loss carryforwards of approximately $5.9 
million available to offset future taxable income. Such carryforwards will expire between 1991 and 2002 
if not utilized. In addition, the Company has tax credit carryforwards of approximately $1.2 million 
which will expire between 1989 and 2000 if not utilized.
RESTATED
AMERICAN CAPITAL MANAGEMENT & RESEARCH, INC.
December 31, 1987
2. Summary of Significant Accounting Policies
• • • •
Income taxes. Federal taxes currently payable are provided principally on a separate return  basis 
under an income tax allocation arrangem ent with Associated Madison, which also has such an arrange­
ment with Primerica. Deferred income taxes represent the tax effect of temporary differences in the 
recognition of income and expense for tax purposes and financial reporting purposes and are provided 
based on the tax ra te  a t which the items of income and expense are expected to be settled in Primerica’s 
consolidated tax  return.
In 1987, the Company changed its method of accounting for federal income taxes to comply with the 
recently adopted Statem ent of Financial Accounting Standards No. 96 ("SFAS 96”). The financial 
statem ents for the year ended December 31, 1986 have been restated to reflect the effect of the above 
statement. There were no tax differences which required restatem ent prior to October 1986 (date of 
enactment of the Tax Reform Act of 1986).
• • • •
6. Income Taxes
Under an income tax  allocation arrangem ent with Associated Madison, the Company has been 
allocated current federal income taxes in an amount equal to the taxes that would have been currently 
payable if the Company had filed a separate tax return. The liability for currently payable income taxes 
is included in payables to related parties.
Effective January 1, 1985, the Company adopted SFAS 96, “Accounting for Income Taxes.” This 
new pronouncement requires tha t taxes be provided based upon the tax rate a t which the items of 
income and expense are expected to be settled in Primerica’s consolidated tax return. The financial 
statem ents for the year ended December 31, 1986 have been restated to comply with SFAS 96. There 
was no effect on the Company’s financial statem ents prior to October 1986 because the adoption of SFAS 
96 had no impact on earnings prior to October 1986. The effect of the restatem ent on 1986 net income and 
earnings per share is as follows:
(in thousands, except per share amounts)
Balance, December 31, 1986 as previously reported 
Effect of SFAS 96
Balance, December 31, 1986 as restated
Net Earnings
Income P er Share
$37,009 $1.53
(237) (0.01)
$36,772 $1.52
The effect of the change on the December 31, 1986 statem ent of financial position was to decrease 
total assets and stockholders’ equity by $237,000.
The provision for income taxes consists of (in thousands):
1987 1986 1985
$31,534 $23,780
49 (946)
$31,583 $22,834
C urrent
Deferred
$20,232
275
$20,507
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The Company’s effective income tax  ra te  approximates the Federal statutory rate  of 40% for 1987 
and 46% for 1986 and 1985. Deferred income taxes result primarily from deferred compensation 
expense, which is not deductible for tax  purposes until paid, and temporary differences between book 
and tax  depreciation.
• • • •
14. Quarterly Financial Data (Unaudited)
• • • •
*In 1986 the fourth quarter was restated to give effect for the adoption of SFAS 96, which resulted 
in a decrease in net income of $237,000 or $.01 per share.
AMGEN, INC.
March 31, 1988
1. Summary of Significant Accounting Policies
• • • •
Income taxes. The Company has elected early adoption of Statem ent of Financial Accounting 
Standards No. 96, “Accounting for Income Taxes,” and has chosen to retroactively restate its 1987 and 
1986 consolidated financial statem ents to  apply this new method of accounting under which, among 
other things, loss carryforward benefits are treated as a reduction of the provision for income taxes 
rather than as an extraordinary credit. Adoption of this accounting standard has had no effect on the 
Company’s net income for the years ended March 31, 1988, 1987 and 1986 or on the Company’s deficit as 
of March 31, 1985 (See note 8).
Investm ent tax  credits are recorded on the flow-through method.
• • • •
8. Income Taxes
The provision for income taxes includes the following:
Federal income taxes 
State income taxes 
Foreign income taxes
Year Ended March 31, 
________ 1988________
$ 55,000
294,000
$349,000
Year Ended March 31, 
1987
358,000
100,000
$458,000
Year Ended March 31, 
________ 1986________
124,000
$124,000
The provision for income taxes varies from taxes based on the federal statutory rate  of 37% in 1988 
and 46% in 1987 and 1986 as follows:
Statutory rate  applied to  income before income taxes 
Tax effect of equity in loss of affiliated company, 
not deductible for income tax  purposes 
State income taxes, net of federal income tax benefit 
Tax effect of other expenses not deductible for 
income tax purposes
Tax benefit from utilization of net operating loss 
carryforwards 
Other
Year Ended March 31,
________ 1988________
$ 767,000
323,000
185,000
42,000
(1,023,000)
55,000 
$ 349,000
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Year Ended March 31
1987 1986
Statutory rate  applied to income before income taxes 
Tax effect of equity in loss of affiliated company,
$ 734,000 $309,000
not deductible for income tax  purposes 872,000 298,000
State income taxes, net of federal income tax benefit 
Tax effect of other expenses not deductible for
193,000 67,000
income tax purposes 55,000
Foreign income taxes, net of federal income tax  benefit 
Tax benefit from utilization of net operating loss
54,000
carryforwards (1,478,000) (546,000)
Other 28,000 (4,000)
$ 458,000 $124,000
A t March 31, 1988, the Company has tax-basis net operating loss, research and experimental credit 
and investment tax  credit carryforwards available to offset future federal income taxes payable which 
expire as follows:
Net
Operating
Losses
Research
and
Experimental
Credits
Investment
Tax
Credits
1997 $ 252,000 $ 66,000
1998 560,000 60,000
1999 5,190,000 613,000 53,000
2000 7,289,000 767,000 68,000
2001 267,000 38,000
2002
2003
$12,479,000
177,000
347,000 
$2,983,000 $285,000
F or financial reporting purposes, the Company has available net operating loss carryforwards of 
approximately $12,636,000. Net operating loss carryforwards are different for income tax  and financial 
reporting purposes primarily due to differences in depreciation rates and accounting for stock options.
• • • •
10. Quarterly Financial Data (Unaudited)
• • • •
The Company has elected early adoption of Statem ent of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes,” and has chosen to retroactively restate the above quarterly consoli­
dated financial results to apply this new method of accounting under which, among other things, loss 
carryforward benefits are treated  as a reduction of the provision for income taxes rather than as an 
extraordinary credit. Adoption of this accounting standard has had no effect on the 1988 and 1987 
quarterly consolidated net income. See discussion in Summary of Significant Accounting Policies (notes 
1 and 8) to the consolidated financial statements.
BRENTON BANKS, INC.
December 31, 1987
1. Summary of Significant Accounting Policies and Related M atters
• • • •
Income taxes. The Company files a consolidated federal income tax  return. Federal income taxes 
are allocated to the Paren t Company and each subsidiary on the basis of its taxable income or loss 
included in the consolidated return.
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When income and expense are recognized in different periods for financial and income tax  reporting 
purposes, deferred taxes are provided for such tem porary differences unless restricted. Investment tax 
credit was accounted for by the flow-through method, except on finance leasing transactions where the 
deferral method was utilized.
The Company has adopted the use of Statement of Financial Accounting Standards No. 96, relating 
to accounting for income taxes, effective January 1, 1985.
• • • •
8. Income Taxes
The current and deferred income tax  provisions included in the consolidated statem ents of opera­
tions follow:
(in thousands)
Current
1987
Deferred Total
Federal $107 $ 107
State 301 301
(in thousands)
$408
1986
408
Current Deferred Total
Federal $(77) $ 77
State 116 $ 116
$39 77 116
(in thousands)
Current
1985
Deferred Total
Federal $(23) $ (994) $(1,017)
State 257 (127) 130
$234 (1,121) (887)
Since the income tax returns are filed after the issuance of the financial statements, amounts 
reported are subject to revision based on actual amounts used in the income tax returns.
The Company has adopted the use of Statem ent of Financial Accounting Standards No. 96, relating 
to accounting for income taxes, effective January 1, 1985. Certain reclassifications have been made in 
the 1986 and 1985 financial statem ents to reflect the adoption of the new pronouncement, the most 
significant being tha t the utilization of an operating loss carryforward is no longer classified as an 
extraordinary item. Adoption of the pronouncement had no other financial statem ent implications.
The Company utilized a  federal operating loss carryforward from prior years to reduce income tax 
expense by approximately $1,349,000 and $261,000 in 1987 and 1986, respectively, based on current 
taxable income for financial statem ent purposes. This is reflected in the income taxes of the consolidated 
statem ents of operations. The amount of state income tax expense relates to state franchise taxes 
payable individually by the subsidiary banks.
No accumulated deferred income taxes were included in the consolidated statem ents of condition at 
December 31, 1987 and 1986.
A summary of the tem porary differences resulting in deferred income taxes in 1987, 1986 and 1985 
and the related tax effect of each follows:
(in thousands) 1987 1986 1985
Provision for loan losses $204 $329 $(1,775)
Change to accrual accounting method for tax (156) (176)
Lease income (118) (100) 82
Other real estate (116) (502)
Depreciation 46 94 168
Limitation of deferred taxes (33) 418 587
Other, net 17 (6) (7)
77 (1,121)
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As of December 31, 1987, the Company had operating loss carryforwards for financial reporting 
purposes of approximately $780,000 for regular tax  computations, $440,000 for alternative minimum tax 
computations, and an alternative minimum tax credit carryforward of approximately $140,000. General 
business tax  credit carryforwards amounted to approximately $910,000. No tax  benefit had been 
recognized in the consolidated financial statem ents for these carryforwards and they are available to 
offset tax  provisions in future periods.
As of December 31, 1987, the Company had an operating loss carryforward for federal income tax 
purposes of approximately $720,000 for regular tax computations which expires in 2000; an operating 
loss carryforward for alternative minimum tax computations of approximately $180,000 which expires 
in 1990; and an alternative minimum tax  credit carryforward of approximately $140,000 which has no 
expiration. General business tax credit carryforwards amounted to approximately $910,000 and expire 
in varying amounts from 1989 through 2000.
The reasons for the difference between the amount computed by applying the statutory federal 
income tax ra te  of 40% for 1987 and 46% for 1986 and 1985, and income tax expense follow:
(in thousands) 1987 1986 1985
A t statutory rate $2,242 1,712 (2,512)
Increase (reduction):
Tax-exempt interest (814) (1,458) (2,061)
State taxes, net of federal benefit 181 63 49
Investment tax credit (36)
Non-deductible in terest expense to own tax-exempts 25 41 63
Non-recognition of tax  loss and investment
tax  credit for financial statem ents 3,450
Utilization of operating loss carryforward (1,349) (261)
Alternative minimum tax 143
Other, net 16 19 124
$ 408 116 (887)
FIRST TEN N ESSEE NATIONAL CORPORATION 
December 31, 1987
Note 1. Reporting and Accounting Policies
• • • •
Income taxes. The provision for income taxes is based on income reported for consolidated financial 
statem ent purposes and includes deferred taxes resulting from the recognition of certain revenues and 
expenses in different periods for tax reporting purposes. Investment tax  credits are recognized by the 
deferral method as a reduction of the tax  provision over the lives of the related assets. As of December 
31, 1987, the Corporation elected to adopt SFAS No. 96, “Accounting for Income Taxes” (see note 2 on 
page 37).
The Corporation files a consolidated federal income tax return  with the exception of two credit life 
insurance companies, which file separate returns. Separate returns are filed for state income tax 
purposes.
• • • •
Note 2. Change in Accounting Principle
In December 1987, the Financial Accounting Standards Board issued Statement of Financial 
Accounting Standards (SFAS) No. 96, “Accounting for Income Taxes.” The Corporation elected to 
adopt this statem ent as of December 31, 1987, and to restate all prior period results. The following table 
presents the effect of this restatem ent on income tax  expense and earnings for selected periods.
The restatem ent decreased net income for 1984 and 1983 by $489,000 and $626,000, respectively. 
Results for years prior to 1983 were not affected by the change.
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Year Ended
December 31
(thousands) 1986 1985
Income taxes:
Before restatem ent $ 5,929 $ (740)
A fter restatem ent 9,526 1,410
Increase in income taxes $ 3,597 $ 2,150
Net income:
Before restatem ent $49,165 $39,682
A fter restatem ent 45,568 37,532
Decrease in net income $ 3,597 $ 2,150
Decrease in net income per share $.24 $.15
All amounts have been restated to reflect the m erger with Lebanon Bank on June 30, 1987 (see note 
3 on page 37).
• • • •
Note 17. Income Taxes
The components of income tax expense (benefit) are as follows:
(thousands) 1987 1986 1985
Current:
Federal $4,214 $ (243) $7,788
State 3,115 3,163 4,543
Deferred (4,956) 6,495 (9,932)
Tax law rate  changes related to prior years 
Investment tax credits and other credits (539)
1,035
(924) (989)
Total $1,834 $9,526 $1,410
Income tax  expense related to securities transactions was $377,000 in 1987, $985,000 in 1986, and 
$237,000 in 1985.
Certain items of income and expense are reported in different periods in tax returns and in financial 
statements. These items are tem porary differences. The sources of these differences and the related tax 
effects are as follows:
(thousands) 1987 1986 1985
Lease financing $2,387 $1,494 $ 895
Depreciation 1,474 423 1,385
Sale/leaseback of building 658 651 (4,504)
Employee compensation and benefits 
Amortization of premium on purchased deposits
(405) (986) (3,431)
and assets (767) (877) (1,078)
Provision for loan losses (7,465) 704 (3,976)
Loss on equity investment 1,718 (1,808)
Other (838) 3,358 2,585
Total $(4,956) $6,495 $(9,932)
The effective tax  rates for 1987, 1986, and 1985, were 5.29,17.29, and 3.62 percent, respectively. 
Income tax  expense was less than the amounts computed by applying the statutory federal income tax 
rate to income before income taxes because of the following:
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(thousands) 1987 1986 1985
Federal income tax  rate 40% 46% 46%
Tax computed a t statutory rate $13,874 $25,343 $17,913
Increase (decrease) resulting from: 
Tax-exempt interest (16,786) (22,106) (19,918)
State income taxes 2,202 2,080 2,703
Net capital gains (243) (354) (1,344)
Realizable rates on tem porary differences 2,489 989
Tax law rate  changes related to prior years 
Investment tax credits and other credits (539)
1,035
(924) (989)
Other 837 3,463 3,045
Total $ 1,834 $ 9,526 $ 1,410
GENENTECH, INC.
December 31, 1987
Note 3. Income Taxes
The provision for income taxes computed under SFAS No. 96 consists of the following (in
thousands):
1987 1986 1985
Current:
Federal $1,110 $ 529
State 1,500 1,600 197
Foreign 1,500 55 50
Total 4,110 2,184 247
Prepaid:
Federal (802) (529)
Total (802) (529)
Deferred:
Federal 419 (496) 143
State (2,020) 1,216 55
Total (1,601) 720 198
Total provision $1,707 $2,375 $445
The reduction in the federal corporate tax rate  as a result of the Tax Reform Act of 1986 resulted in 
an immaterial adjustm ent to the Company's deferred tax liability at December 31, 1987 and 1986. 
California tax legislation was enacted in September 1987 allowing for limited utilization of operating 
losses. This resulted in a reduction of the Company’s deferred tax liability a t December 31, 1987 of $2.1 
million.
A t December 31, 1987, the Company had operating loss carryforwards for financial reporting 
purposes of approximately $260.0 million related to tem porary differences for which a tax benefit has 
not been recognized. Such operating loss carryforwards related entirely to the change associated with 
the partnership acquisition described in note 10. Tax benefits associated with such loss carryforwards 
will be reflected in future periods as realized.
A t December 31, 1987, the Company had available regular tax  credit carryforwards for federal tax 
purposes of $12.0 million which expire in 1996 through 2002. Further, an alternative minimum tax credit 
carryforward of $2.0 million is available to offset future regular tax  liability for an unlimited period.
The provisions for income taxes differ from the federal statutory rate of 40% (46% in 1986 and 1985) 
as follows (in thousands):
1987 1986 1985
Tax at federal statu tory  rate $17,575 $(161,280) $3,032
Investment and research credits 
Unrealized future tax  deductions
(370) (1,587) (2,944)
(benefit of loss carryforwards) (14,500) 163,625
Other (998) 1,617 357
Provision for taxes $ 1,707 $ 2,375 $ 445
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Deferred (prepaid) income tax  expense results from tem porary differences in the recognition of 
revenue and expense for tax  and financial reporting purposes. The sources of these differences and the 
tax  effect of each are as follows (in thousands):
Deferred:
1987 1986 1985
Depreciation and amortization expense $ (312) $5,220 $198
Amortization of purchased technology (1,289) (4,500)
Total deferred 
Prepaid:
Carryback benefit from amortization of
$(1,601) 720 $198
purchased technology $ (802) (529)
A t December 31, 1987, the current deferred tax asset and long-term deferred tax liability balances 
related to tem porary differences described above were not significant and therefore not separately 
disclosed in the Company’s financial statements.
•  •  •  •
Quarterly Financial Data (Unaudited)
•  •  •  •
n(l) The Company adopted Statem ent of Financial Accounting Standards No. 96 (SFAS No. 96), 
“Accounting for Income Taxes,” in 1987 effective in 1984. Accordingly, net income (loss) and related per 
share amounts for 1986 have been restated. The effect of the adoption of SFAS No. 96 on 1987 results 
was not material to  the first three quarters and, therefore, quarterly net income amounts were not 
restated. See discussion in Summary of Significant Accounting Policies and note 3 to the consolidated 
financial statements.
n(2) Costs and expenses in the fourth quarter of 1986 included a charge for the purchase of 
in-process research and development of $366.6 million, or $361.6 million after taxes. Income after taxes 
and exclusive of the charge for the purchase of in-process research and development for the fourth 
quarter of 1986 which had been previously reported as $4.5 million and $.06 per share, has been restated 
under SFAS No. 96 to $3.2 million and $.05 per share. See discussion in note 10 to the consolidated 
financial statements.
•  •  •  •
Summary of Significant Accounting Policies
•  •  •  •
Change in Method of Accounting for Income Taxes
The Company has chosen early adoption of accounting for income taxes pursuant to Statem ent of 
Financial Accounting Standards No. 96, “Accounting for Income Taxes,” issued December 1987. The 
change in accounting principle increased 1987 net income by approximately $3.0 million ($.04 per share) 
and resulted in a cumulative adjustm ent which reduced beginning retained earnings for 1985 by $2.1 
million. Financial statem ents for 1986 and 1985 have been retroactively restated to apply the new 
method, resulting in an increase to net loss for 1986 of $0.8 million ($.02 per share) and an increase to  net 
income for 1985 of $0.5 million ($.01 per share).
Income Taxes
F or financial statem ent purposes, investment tax  credits are accounted for on the flow-through 
method as a reduction of federal income tax expense.
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GULF A PPLIED TECHNOLOGIES, INC.
December 31, 1987
1. Summary of Significant Accounting Policies
Consolidation.
• • • •
Certain restatem ents have been made to prior year amounts to  separately reflect discontinued 
operations and to reflect the adoption of the Financial Accounting Standards Board’s Statement of 
Financial Accounting Standards No. 96 (“SFAS No. 96”).
• • • •
Income taxes. The Company and its subsidiaries file a consolidated federal income tax return. In 
1987, the Company early adopted Statem ent of Financial Accounting Standards No. 96 (SFAS No. 96) 
for accounting for income taxes. SFAS No. 96 provides for the recognition of current and deferred taxes 
payable as a result of all events tha t have been recognized in the financial statem ents and as measured 
by the provisions of enacted tax  laws. Deferred tax expense is recognized for the net change during the 
year in the deferred tax  liability. That amount, together with income taxes currently payable or 
refundable as a result of the year’s activity, is the total amount of income tax  expense or benefit for the 
year. Investm ent tax credits are recorded as a reduction of the provision for income taxes in the year 
realized. Refer to  note 8 for further discussion.
• • • •
4. Investments
• • • •
Energy Ventures, Inc. and The Appalachian Co.
• • • •
The Company’s equity in earnings of Energy for 1987 includes a credit for deferred federal income 
taxes of $508,000 for the cumulative effect of adopting SFAS No. 96.
• • • •
8. Provision (Credit) for Income Taxes
The Company has elected to early adopt SFAS No. 96. Because of the Company’s cumulative 
operating losses and related tax  loss carryforwards, the adoption of this statem ent will have no effect on 
results of operations, except tha t the utilization of tax  loss carryforwards to offset taxable income in 
1986 has been treated  as a  component of the income tax  provision as opposed to as an extraordinary 
item.
The components of loss from continuing operations before income taxes are as follows:
1987 1986 1985
U.S. loss from continuing operations
before income taxes $(1,065,000) (1,242,000) (2,348,000)
Foreign earnings (loss) from continuing
operations before income taxes (537,000) 414,000 (560,000)
Consolidated loss from continuing
operations before income taxes $(1,602,000) (828,000) (2,908,000)
The provisions (credits) for federal, state and foreign taxes on earnings (loss) from continuing 
operations are summarized as follows:
1987 1986 1985
C urrent Deferred Current Deferred Current Deferred
Federal $(418,000) $(515,000) $(36,000) $(209,000) $(62,000)
State (1,000)
Foreign $139,000 80,000 183,000
Total $139,000 (418,000) (436,000) (36,000) (26,000) (62,000)
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The income tax provision (credit) consists of the following:
1987 1986 1985
Current Deferred Current Deferred Current Deferred
Continuing operations $139,000 (418,000) (436,000) (36,000) (26,000) (62,000)
Discontinued operations 116,000 418,000 693,000 36,000 53,000 62,000
Total $255,000 257,000 27,000
A reconciliation of the income tax provision (credit) pertaining to continuing and discontinued 
operations and the amount computed by applying the statutory federal income tax  rate to earnings 
before income tax  follows:
1987 1986 1985
Tax provision (credit) computed by applying 
the statutory federal income tax  rate  
Increase (reduction) resulting from:
$(216,000) 218,000 (1,879,000)
Alternative minimum tax 
N et operating loss carryforward 
utilized
Net operating losses not utilized
101,000
(218,000)
currently 216,000 1,900,000
Investm ent and other tax credits (271,000)
State and foreign income taxes 154,000 257,000 298,000
Other, net
$ 255,000 257,000
(21,000)
27,000
Deferred tax  expense resulted from timing differences in recognition of revenues and expenses for
tax and financial reporting purposes as follows:
1987 1986 1985
Equity in earnings (loss) not currently 
taxable
Differences in book and tax basis of assets
$ 457,000 40,000 (7,000)
sold (1,477,000)
Recognition of net operating loss credits 
through reversal of deferred credits 
Additional depreciation claimed for tax
1,958,000 (503,000)
purposes 49,000 214,000 62,000
Accrued expenses deductible for tax  purposes 
when paid
Differences in book and tax  reporting of oil
(703,000) 272,000 (54,000)
and gas operations (284,000) 49,000 (75,000)
Other, net (72,000) 74,000
As of December 31, 1987, the Company had available the following carryforward losses and credits 
to offset future taxable income:
Net operating losses 
Investment tax credit 
R & D tax credit
Amount Expiration
$1,700,000 2000
125,000 1998-2000
124,000 1999
Under the Tax Reform Act of 1986, the investment tax credit was eliminated for capital additions 
subsequent to January 1, 1986, and investment tax  credit carryforwards existing a t July 1, 1987 have 
been reduced by 35%.
THE MIDDLEBY CORPORATION
January 2, 1988
5. Income Taxes
The Company files a consolidated Federal income tax return. For the fiscal year ended January 2, 
1988, the Company has adopted the provisions of the new Statem ent of Financial Accounting Standards
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(SFAS) No. 96, “Accounting for Income Taxes.” The financial statem ents presented herein have been 
restated to reflect the new requirements. Because the Company has significant net operating loss 
carry-forwards, implementation of SFAS No. 96 does not have a material effect on the Company’s 
reported financial position and net income. The income tax benefits from utilization of the Company’s 
net operating loss carry-forwards are reported as a reduction of income taxes related to operations 
rather than as an extraordinary credit, as presented in the consolidated statem ents of earnings.
On a consolidated Federal income tax  return  basis, the utilization of net operating loss carry­
forwards is recorded on a first-in, first-out basis. When the net operating loss carry-forwards being 
utilized in the current year originated in the same year from different companies within the consolidated 
group, the utilization of such carry-forwards is recorded on a pro ra ta  basis. As the carry-forwards 
related to the parent company have been reflected in the consolidated financial statements, the 
Company records the utilization of these carry-forwards as a reduction of income taxes in the consoli­
dated statem ent of earnings. In 1982, the Company discontinued consolidating the Subsidiary for 
financial statem ent reporting purposes and restated its investment in the Subsidiary using the equity 
method. This method was discontinued when the Company’s share of losses, after dividends, exceeded 
the carrying value of the investment. As a result, the consolidated financial statem ents do not include 
any gains or losses of the Subsidiary prior to reorganization. As such, the utilization of the Subsidiary’s 
tax loss carry-forwards are recorded as a credit to paid-in capital.
The Company has recorded an income tax provision of $650,000 for the fiscal 1987, although the 
Company is in a tax  loss carry-forward position. No current year tax liability, except for a Federal 
income tax  payable ($56,000) under the alternative minimum tax, has been recorded due to the 
carry-forwards. The utilization of the Subsidiary’s tax loss carry-forwards has been credited to paid-in 
capital for $594,000.
For the fiscal year ended January 3, 1987, no income tax provision was recorded as a result of the 
reported net loss and tax loss carry-forwards. For the fiscal year ended December 28, 1985, the 
Company recorded a provision in lieu of income taxes of $331,000, which was entirely offset by the 
utilization of net operating loss carry-forwards.
As of January 2, 1988, the consolidated tax loss carry-forwards for Federal income tax purposes 
were approximately $46,879,000. These carry-forwards expire as follows: $5,628,000 in 1994; $7,374,000 
in 1995; $10,933,000 in 1996; $22,161,000 in 1997; $8,000 in 1998; and $775,000 in 2001. Of the tax loss 
carry-forwards expiring from 1994 through 2001, approximately $40,652,000 represents consolidated 
losses attributable to the Subsidiary.
Substantially all of the difference between the net operating loss carry-forwards available for tax 
purposes which are attributable solely to the Company and the accumulated deficit in the consolidated 
balance sheet a t January 2, 1988, resulted from reserves recorded for financial statem ent purposes not 
yet deducted for income tax purposes.
The tax loss carry-forwards of the Subsidiary expiring in 1996 and 1997 arose during the 1981 and 
1982 bankruptcy proceedings. Statutory provisions exist regarding corporate reorganizations, related 
tax loss carry-forwards and utilization of net operating losses. Management believes those provisions 
have not restricted the Company’s ability to carry forward and utilize these net operating losses in its 
Federal income tax returns.
Consolidated investm ent tax credit carry-forwards available at January 2, 1988 to reduce future 
tax liabilities were approximately $647,000 and expire from 1992 through 2000. These tax credit 
carry-forwards have been reduced to reflect the provisions of the Tax Reform Act of 1986. All 
investment tax  credit carry-forwards are attributable to the Subsidiary.
The Company’s consolidated effective income tax  rate for 1987 is higher than the Federal statutory 
rate, as goodwill amortization and other expenses recorded for financial statem ent purposes are not 
deductible for income tax  purposes.
NATIONAL TECHNICAL SYSTEMS, INC.
January 31, 1988
1. Summary of Significant Accounting Policies
•  •  •  •
Investment tax credit. The investm ent tax credit is accounted for by the use of the flow-through 
method, whereby it is applied as a reduction of income taxes to the extent tha t the benefit is available 
when computing taxes payable based on pretax accounting income adjusted for permanent differences.
•  •  •  •
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4. Income Taxes
Income tax  expense consists of:
1988 1987 1986
Current:
Federal $15,000
State
Long-term:
15,000
Federal
State
$30,000
33,000
$33,000
Income tax  benefit related to
discontinued operations 
Income tax expense related
$(136,000) $(119,000)
to continuing operations 30,000 136,000 152,000
Total consolidated tax
expense $30,000 $ 33,000
Reconciliation of the “expected” to total income tax expense is shown below. Tax computed at 
statutory rate  is based upon income (loss) from operations, including discontinued operations before 
minority interest:
Income (loss) before taxes:
Continuing operations 
Discontinued operations, including 
minority interest
Tax computed a t statutory ra te  of 39% for 
1988 and 46% for prior to 1988 
State income taxes, net of Federal 
income taxes
Reduction in current year benefit due to 
operating losses of discontinued operations 
Capital gains tax  benefit 
Tax benefit on operating loss carryforward 
Amortization of excess cost over net 
assets acquired 
Other, net
Total consolidated income tax expense
1988 1987 1986
$ 1,218,000 $ 251,000 $539,000
$ 1,218,000
(2,026,000)
$(1,775,000)
(262,000) 
$ 277,000
$ 475,000 $ (817,000) $ 127,000
15,000 18,000
(513,000)
793,000
(23,000)
(93,000)
38,000
15,000 
$ 30,000
24,000 24,000 
(20,000) 
$ 33,000
During 1988, the Company adopted Statem ent of Financial Accounting Standards No. 96 and 
retroactively applied it to all years presented. The only impact of this change is to cause the utilization of 
the net operating loss carryforward in 1988 and 1986 to be included in continuing operations instead of as 
an extraordinary item.
As of January 31, 1988, the Company has a ne t operating loss carryover for Federal income tax 
purposes of approximately $3,060,000. If  not offset against taxable income, $120,000 of the net 
operating loss will expire in 1998, $711,000 in 2000, $453,000 in 2001 and $1,776,000 in 2002.
Investm ent credit carryovers of approximately $484,000 are available to reduce future Federal 
income taxes. If  not used, the credits will expire between tax years 1977 to 2002.
NAVISTAR INTERNATIONAL CORPORATION 
October 31, 1987
1. Summary of Accounting Policies
Income taxes. The Company has adopted the Statem ent of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes,” effective for the fiscal year ended October 31, 1987. See note 5. 
The tax  effect of each item in the Statem ents of Consolidated Income (Loss) is recognized in the
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current period regardless of when the tax is paid. Taxes on amounts which affect financial and taxable 
income in different periods are reported as deferred income taxes. Deferred taxes are provided only on 
items which will result in a net tax  liability in future years. See note 5.
Investm ent tax  credit carryforwards will be recognized as a reduction of income tax  expense in the 
year they reduce the Company’s tax  liability.
• • • •
5. Income Taxes
The Company adopted Statem ent of Financial Accounting Standards No. 96, “Accounting for 
Income Taxes” (“SFAS 96”), in the fourth quarter of 1987. SFAS 96 provides tha t the manner of 
reporting tax  benefits of operating loss carryforwards should be determined by the source of income in 
the current year. This change in accounting principle enables the Company to more clearly reflect the 
impact of net operating tax  loss carryforwards on results of operations. Previously, these tax benefits 
were required to be reported as extraordinary income. Financial statem ents for prior periods have been 
restated to reflect this change in accounting principle, although there is no effect on net income (loss). 
There is no cumulative effect of this change on the Company’s consolidated financial statements.
The following tables compare restated  amounts to those amounts previously reported for certain 
Statem ent of Income classifications.
1986
Previously
Millions of dollars Restated Reported
except per share data Amount P er Share Amount Per Share
Income (loss) of continuing operations $1.7 $(.14) $(2.1) $(.18)
Income (loss) before extraordinary item $1.7 $(.14) $(2.1) $(.18)
Extraordinary item 3.8 .04
N et Income (loss) $1.7 $(.14) $ 1.7 $(.14)
1985
Previously
Millions of dollars Restated Reported
except per share data Amount P er Share Amount Per Share
Income (loss) of continuing operations $ 212.1 $1.54 $ 112.5 $ .77
Income (loss) before extraordinary item $(363.6) $(2.90) $(463.2) $(3.67)
Extraordinary item 99.6 .77
N et Income (loss) $(363.6) $(2.90) $(363.6) $(2.90)
The domestic and foreign components of income (loss) before income taxes consist of the following:
Millions of dollars 1987 1986 1985
Domestic $107 $(30) $(383)
Foreign 45 36 20
Total income (loss) before income taxes $152 $ 6 $(363)
Taxes on income are comprised of the following:
Millions of dollars 1987 1986 1985
Tax (benefits) expenses provided before
the effects of net operating losses:
Consolidated companies $44 $(35) $ 31
Nonconsolidated companies 30 43 71
Tax benefits of net operating losses (68) (4) (100)
Total taxes on income $ 6 $ 4 $ 2
Taxes on income are analyzed by category as follows:
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Millions of dollars
Current:
Federal 
Foreign 
State and local 
Total current 
Deferred federal
Tax benefits of net operating losses 
Total taxes on income
1987 1986 1985
$48 $ 85
17 7 16
9 1 2
74 8 103
(1)
(68) (4) (100)
$ 6 $ 4 $ 2
The relationship of the tax  (benefits) expenses to the pre-tax income (loss) in 1987, 1986 and 1985 
differs from the U.S. statutory ra te  primarily because of losses in the U.S. and foreign countries for 
which only limited tax  benefits are currently available. Consequently, an analysis of deferred taxes and 
variance from the statutory ra te  is not provided.
Undistributed earnings of foreign companies were $191 million a t October 31, 1987. No taxes have 
been provided on $139 million of these undistributed earnings considered to be permanently reinvested. 
Substantially all tax  expense associated with the receipt of such undistributed earnings would be offset 
by the utilization of net operating loss carryforwards.
At October 31, 1987, the Company’s continuing operations had an estimated $1,386 million of 
domestic and $16 million of foreign net operating loss carryforwards, for a total of $1,402 million, 
available to reduce future taxable income. Of this amount, $8 million is available from 1988 through 
1993, $848 million through 1998, $363 million through 2000, $174 million through 2002, and $9 million is 
available for an indefinite number of years. For financial reporting purposes, the Company had a net 
operating loss carryforward of $2,172 million available to reduce financial income at October 31, 1987. 
Substantially all of the $770 million difference between the tax  and financial loss carryforwards will not 
expire earlier than the year 2003.
The Company has domestic investment tax credit carryforwards of approximately $41 million at 
October 31, 1987 which are available to reduce future U.S. federal tax liabilities. Such carryforwards 
expire in fiscal years ending 1992 through 2001, if not previously utilized.
•  •  •  •
22. Quarterly Financial Information (Unaudited)
•  •  •  •
The Company adopted SFAS 96, “Accounting For Income Taxes,” in the fourth quarter of 1987. 
See note 5. Amounts previously reported for prior fiscal quarters are reflected in the following table.
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter
Millions of dollars,
except per share data 1987 1986 1987 1986 1987 1986 1986
Income (loss) before 
extraordinary items: 
Amount $ 8 $ 15 $25 $ 10 $ 17 $ 3 $(30)
P er Share $ .02 $.08 $.07 $.05 $.04 $(.32)
Extraordinary income (loss): 
Amount $ (107) $ 13 $22 $ 9 $ 14 $ 2 $(20)
P er Share $ (.55) $.10 $.08 $.06 $.05 $.01 $(.18)
Net income (loss): 
Amount $ (99) $28 $47 $ 19 $31 $ 5 $(50)
P er Share $ (.53) $.18 $.15 $.11 $.09 $.01 $(.50)
NYCOR, INC.
December 31, 1987
1. Summary of Significant Accounting Policies
Other current assets. Other current assets include prepaid expenses and, a t December 31, 1986, 
also included a receivable for income taxes which was collected in 1987.
•  •  •  •
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5. Income Taxes
A t December 31, 1987, the Company had operating loss carryforwards for both tax and financial 
statem ent purposes in excess of $80,000,000. The loss carryforwards expire from 1991 through 1998.
The Internal Revenue Service has examined the Company's Federal income tax returns through 
1982. While all issues developed as a result of those examinations have not been finally settled, 
management is of the opinion tha t no additional tax  liability will be assessed, nor will any significant 
adjustm ent be required to the loss carryforwards as stated above.
At December 31, 1987, the Company elected to adopt the recently issued Financial Accounting 
Standards Board Statem ent No. 96, “Accountingfor Income Taxes,” and now reports its provision for 
income taxes net of utilization of tax  loss carryforwards. Formerly such loss carryforwards were 
accounted for as an extraordinary item. There is no effect on net income as a result of this change. The 
provision for income taxes includes the reversal of certain long-term accruals for income taxes which 
were no longer required after a favorable ruling by the Justice Department on a 1975 income tax claim.
The Company records Federal income tax expense a t the statutory rate  relating to the results of 
continuing operations before income taxes and the utilization of tax loss carryforwards.
An analysis of the expected provision for Federal, state and foreign income taxes, all of which are 
current, is as follows:
(000’s omitted) 1987 1986 1985
Expected Federal income tax  provision 
Reversal of income tax accrual
$ 1,232 
(883)
$887 $ 1,003
State taxes 27 26
Foreign taxes 85 40 72
Utilization of tax  loss carryforwards (1,201) (887) (1,003)
$ (740) $ 40 $ 98
• • • •
14. Quarterly Financial Data (a) (Unaudited)
• • • •
(a) Quarterly information is restated to reflect the effect of SFAS No. 96 (note 5).
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APPENDIX A
USING NAARS TO EXPAND THE INFORMATION 
IN THIS PUBLICATION
The National Automated Accounting Research System (NAARS) is a full-text, on-line data 
base, which includes three types of files: (1) corporate annual reports, (2) governmental units, and 
(3) accounting literature.
The corporate annual report files contain the financial statements, audit report, management 
responsibility letter, and footnotes. If the annual report received at the AICPA was a form 10-K, 
we also include the supplementary schedules and the exhibit on earnings per share.
There are always five single year files of annual reports on-line, which may be searched 
individually or in a combined group. Each single year file contains approximately 4,200 reports. The 
combined group contains over 21,000 annual reports. The reports in each file may be searched by 
employing a key word or phrase in the search frame transmitted. However, a particular accounting 
concept may be difficult to find by using a key word or phrase. For example, the subject of this 
Financial Report Survey, Accounting Changes, is sometimes difficult to identify in an annual 
report. A particular report may refer to an accounting change simply by saying: “During the year, 
we changed the method of accounting for. . . ,” which is a simple example to find. The search frame 
to transmit may be constructed as follows:
CHANG! W/5 METHOD OR ACCOUNTING
In this case, the computer is instructed to search the annual reports for examples where any 
form of the word CHANGE (the exclamation point is a wild card) is found to appear within five 
words of either METHOD or ACCOUNTING.
However, a report that discloses an accounting change in a manner that does not use the word 
change can be a difficult one to find. For example, the report might say “Since 1986 we account 
for . . or “prior to 1985, we accounted for. . . . ” Both methods of disclosure imply there has been 
a change in the method of accounting but neither employ any form of the word change. Members of 
the staff at the AICPA index the footnotes to make it possible to find such examples as this one. 
Each of the footnotes going into the data base is read by a CPA at the Institute. These professionals
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identify accounting concepts contained within a footnote. The accounting concepts contained within 
the footnote are indexed by applying acronym(s) at the beginning of each note. When the report is 
entered into the data base, the acronym becomes part of the footnote. The acronyms are called 
descriptors. The descriptor that identifies an accounting change is ACCTG.
The above example may be searched by using the following search frame:
ACCTG W/SEG SINCE OR PRIOR OR CHANG! OR ADOPT!
W/5 METHOD OR ACCOUNT!
Here the computer is instructed to find examples of footnote disclosure, where the footnote 
includes the descriptor ACCTG and within the text of the footnote, the words PRIOR or SINCE or 
any form of the words CHANGE or ADOPT is found to appear within five words of METHOD or 
any form of the word ACCOUNT.
The descriptors may be employed with a key word or phrase to find specific examples as well. 
For example, the following would provide examples of accounting changes disclosed within a 
pension footnote that discuss Financial Accounting Standards Board Statement No. 87:
ACCTG W/SEG PENS W/SEG
(STATEMENT OR STANDARD OR SFAS OR FASB W/3 87)
The search frame used to find the examples in this publication and a complete listing of NAARS 
descriptors are included on the following pages, with a brief description of the concept identified by 
each. You may use this search frame to find more recent examples since the NAARS data base is 
constantly expanded or you may modify the search logic for your specific circumstances.
While this search frame may appear intimidating at first glance, formulating a search becomes 
easy with a little experience. To provide new users with a quick-start, the AICPA is offering 
self-study on formulating searches and using this data base. The first course is entitled Learning 
LEXIS/NEXIS/NAARS  and is available from the AICPA Order Department 1-800-334-6961 (in 
New York, 1-800-248-0445).
Also available at the AICPA are two courses published by MICROMASH. The first is titled 
Researching Corporate Accounting and Audit Problems on NAARS. It is an 8-hour CPE course in 
which you learn basic search strategy using the various corporate annual report and accounting 
literature files of the NAARS library. The second entitled Tax Research Using LEXIS/NEXIS/ 
N AARS  is also an 8-hour CPE course, in which you learn the basic search strategy necessary to 
perform tax research in the LEXIS/NEXIS services of Mead Data Central.
If you have questions about subscribing to the NAARS data base through AICPA TOTAL 
(Total On-line Tax and Accounting Library Service) call Hal G. Clark at 1-212-575-6393. To 
subscribe to TOTAL, call the Order Department number listed above.
The following search frame was used for this survey:
TX W/SEG ACCTG AND B/S (DEFERRED INCOME TAX) OR EXTOR 
(CUMULATIVE EFFECT W/10 INCOME TAX) OR TX 
OR (PRACT W/SEG INCOME TAX)
The frame can be used to instruct the computer to list the names of all companies in the file 
whose financial statements contain a note to which the descriptors TX and ACCTG have been 
assigned, which is a note that discloses a change in accounting for income taxes. The vast majority of 
those changes in the 87/88 annual report file are changes in the method of accounting for income 
taxes in conformity with FASB Statement No. 96.
The frame also can be used to instruct the computer to present the following information 
contained in the financial statements of any of the companies that disclose a change in the method of 
accounting for income taxes in conformity with SFAS No. 96:
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1. The note disclosing the change in method.
2. The segment of the balance sheet containing the term “deferred income tax(es),” if a 
segment of the balance sheet contains that term, which indicates recognition of deferred 
income taxes as an asset or a liability.
3. The segment of the income statement that discloses the cumulative effect of accounting 
changes or extraordinary items and that contains the term “cumulative effect” within ten 
words of the term “income tax(es),” if a segment of the income statement contains those 
terms. Most such segments in the 87/88 file disclose recognition of the cumulative effect of a 
change in the method of accounting for income taxes in conformity with SFAS 96.
4. The note to which the descriptor TX is assigned without the additional assignment of the 
descriptor ACCTG, if the financial statements contain such a note. The descriptor TX is 
assigned to a note disclosing information about the effects of taxes on the reporting entity. 
Many such notes in the 87/88 file contain information presented in conformity with SFAS 
No. 96.
5. The note to which the descriptor PRACT is assigned that contains the term “income 
tax(es),” if the financial statements contain such a note. The descriptor PRACT is assigned 
to a summary of accounting policies. Many policies summaries in the 87/88 file that contain 
the term “income tax(es)” disclose information about accounting for income taxes in con­
formity with SFAS 96.
Below is a listing of footnote descriptors used within the NAARS data base and a brief 
explanation of the concept identified by each:
Descriptor
PRACT
ACCTG
ACQUIS
COMMT
COMPEN
CONSPOL
CONTR
DEBTAC
DEFERC
DIF
DISCOP
DISCOPNSG
EPS
FORCST
FOREFF
Concept
Accounting policies or practices
Accounting changes; changes in estimate
Business combinations and acquisitions
Commitments and contingencies
Compensation
Consolidation policies
Long term contracts or lessor disclosures
Debt
Deferred charges or credits; or negative goodwill 
Disagreement between registrant and auditor
Discontinued operations disclosed within a footnote and the discontinued opera­
tion is presented as a separate segment in the income statement
Discontinued operations disclosed within a footnote and the discontinued opera­
tion is not presented as a separate segment in the income statement
Earnings per share
Forecasting
Foreign exchange—economic effect
125
FORX
FYCHG
FYDIF
Foreign exchange 
Fiscal year change
Year end difference between investor/investee
INSIDR
INTANG
INTCONT
Related party transactions 
Intangible assets—positive goodwill 
Internal control
INTRIM
INVOL
LOB
MDA
NSUMOP
PENS
PRIPER
PROP
REC
Quarterly information
Involuntary conversion
Line of business or segment disclosure
Management discussion analysis
Notes to the summary of operations
Pension or retirement plans
Prior period adjustments
Property, depreciation, or depletion
Receivables
RECLAS Reclassifications
REORG
REPL
RESDEV
REVREC
RRA
STOK
STOKOP
SUBEV
SUPINF
TX
Reorganization or recapitalization
Replacement costs or current value of inflation disclosure
Research and development
Revenue recognition
Reserve recognition accounting
Stock, shares, retained earnings, or dividends
Stock options
Subsequent event
Supplementary information
Taxes
XTRA Extraordinary items
In addition to the above footnote descriptors, the following are used to index or identify 
accounting concepts within the audit reports
ADVER
CHGAUD
CHGOP
CONST
Adverse opinion 
Change of auditor 
Change prior year opinion 
Consistency exception
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CONTG Contingency qualification
DISCL Disclaimed opinion
GAAP Departure from generally accepted accounting principles
INFDIS Informative disclosure
OTHEX Other reports, i.e., appraiser
RELYAUD Reliance on other auditor
SCOP Scope limitation
SUMOP Summary of Operations covered by audit report
UNQUAL Unqualified opinion
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APPENDIX B
AUTHORITATIVE LITERATURE
The NAARS library LIT file contains the full texts of authoritative and semi-authoritative 
accounting literature, which includes the following:
APB Opinions, Statements and Interpretations; Accounting Research Bulletins; Termi­
nology Bulletins; Statements on Auditing Standards; Auditing Interpretations; Account­
ing Standard Executive Committee Pronouncements; Issues Papers; Industry Audit and 
Accounting Guides; Statements on Standards for Accounting and Review Services, and 
Interpretations; Statement on Quality Control and Interpretation; Statement on Manage­
ment Advisory Service; Statement on Standards for Accountants’ Services on Prospective 
Financial Information; Statement on Standards for Attestation Engagements; Interna­
tional Accounting Standard Committee Pronouncements; International Federation of 
Accountants Committee Pronouncements (Auditing); FASB Statements, Concepts, Inter­
pretations and Technical Bulletins; Emerging Issues Task Force of the FASB Issues 
Summaries and Minutes of Meetings; Cost Accounting Standards Board Pronouncements; 
S.E.C. Staff Accounting Bulletins, Accounting Series Releases, Financial Reporting 
Releases, and Accounting and Auditing Enforcement Releases; AICPA Ethics—Con­
cepts, Rules of Conduct, Interpretations, and Ethics Rulings—Technical Information 
Services Technical Practice Aids; GASB Statements, Interpretations, Technical Bulletins 
and Concepts; Office of Management and Budget Circulars and Standards for Audit of 
Governmental Organizations & Functions; Presidents Council on Integrity and Efficiency: 
State Network Block Grants
Just as search frames can be used to obtain illustrations of specified kinds of accounting from 
the NAARS annual report file, as discussed in appendix A, so can they be used to obtain currently 
effective authoritative guidance on specified accounting or auditing matters from the NAARS 
literature file. The following search frame was used to obtain currently effective authoritative 
guidance on accounting for income taxes, the subject of this survey:
(DEFERRED INCOME TAX OR INCOME TAX EXPENSE OR TIMING DIFFER­
ENCE OR TEMPORARY DIFFERENCE OR CARRYBACK OR CARRYFORWARD 
OR INVESTMENT CREDIT OR INVESTMENT TAX CREDIT) OR (TITLE (FASBS) 
AND STATEMENT W/3 96)
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The following items were obtained:
SFAS 100. ".  .The first sentence of paragraph 32 of Statement 96 is superseded by the
following:
This Statement shall be effective for fiscal years beginning after December 15,
1989____”
SFAS 96. The principal authoritative pronouncement on accounting for income taxes. 
Summarized in chapters 1 and 2 of this survey.
APB Opinion 23. Another important pronouncement on accounting for income taxes. 
Summarized in chapter 1 of this survey.
SFAS 12, Accounting for Certain Marketable Securities, para. 22. Requires unrealized 
gains and losses on marketable securities, whether recognized in net income or included in 
the equity section of the balance sheet, to be treated as timing differences.
SFAS 13, Accounting for Leases, para. 47. Requires the deferred tax on a leveraged lease 
to be presented separately from the investment in a lessor’s balance sheet. Also requires 
in the income statement presentation of the pretax income from the leveraged lease and 
the tax effect of the pretax income.
SFAS 16, Prior Period Adjustments, para. 13. In the preparation of interim financial 
information, it proscribes treating the effects of retroactive tax legislation as an adjust­
ment of prior interim periods of the current fiscal year.
SFAS 19, Financial Accounting and Reporting by Oil and Gas Producing Companies, 
para. 62. States that, in applying SFAS 96 to an oil or gas company, the possibility that 
statutory depletion in future periods will reduce or eliminate the amount of income taxes 
otherwise payable shall be taken into account to the extent specified in the paragraph.
SFAS 52, Foreign Currency Translation. Paragraph 23 requires translation adjustments 
to be treated as timing differences. Paragraph 26 requires income taxes to be allocated to 
translation adjustments.
SFAS 60, Accounting and Reporting by Insurance Enterprises, para. 59. Permits a life 
insurance enterprise to refrain from recognizing a deferred tax liability pertaining to 
policyholders’ surplus in certain circumstances.
SFAS 69, Disclosures About Oil and Gas Producing Activities, para. 26. Requires an oil 
or gas producer to compute income taxes by using the statutory tax rate and to reflect tax 
deductions, credits, and allowances pertaining to oil and gas producing activities.
FASB Interpretation 18, Accounting for Income Taxes in Interim Periods. Clarifies 
those aspects of APB Opinion 28, Interim  Financial Information, that pertain to account­
ing for income taxes in interim periods. It clarifies 1) the concepts of “ordinary” income or 
loss, tax expense, and tax benefit, 2) tax expense or tax benefit applying to significant 
unusual items, discontinued operations, or extraordinary items, 3) using a prior year 
operating loss carryforward, the effect of operations taxable in multiple jurisdictions, 4) 
the effect of new tax legislation, and 5) the disclosure of a significant variation in the 
customary relationship between income tax expense and pretax accounting income.
FASB Interpretation 29, Reporting Tax Benefits Realized on Disposition of Invest­
ments in Certain Subsidiaries and Other Investees. Requires an investor to classify such 
tax benefits in the same manner as the gain or loss on disposition of the investment is 
classified.
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FASB Interpretation 30, Accounting for Involuntary Conversions of Nonmonetary 
Assets to Monetary Assets, para. 5. States that such conversions may create temporary differences.
FASB Technical Bulletin 79-9, Accounting in Interim Periods for Changes in Income 
Tax Rates. Clarifies the section of Interpretation 18 that discusses the effect of new tax 
legislation.
FASB Technical Bulletin 82-1, Disclosure of the Sale or Purchase of Tax Benefits 
Through Tax Leases. Requires disclosure of such sales or purchases.
FASB Technical Bulletin 87-2, Computation of a Loss on an Abandonment. Applies to 
regulated enterprises only. Describes how the amount of deferred income taxes related to 
the asset remaining after a plant abandonment should be determined.
APB Opinion 4, Accounting for the Investment Credit. Permits the investment credit to 
be treated as either an offset against the cost of the asset to which it pertains or a reduction 
of taxes in the year in which the credit arises.
APB Interpretations of APB Opinion 4. Discusses certain problems in accounting for the 
investment credit, including disclosure, a change in the method of accounting, and the 
effect of consolidation.
APB Opinion 10, Omnibus Opinion—1966, para. 7. Permits specified kinds of assets to 
be offset against liabilities for income taxes.
APB Opinion 17, Intangible Assets, para. 30. States that amortizing goodwill not 
deductible for income tax purposes does not create a temporary difference.
APB Opinion 18, The Equity Method of Accounting for Investments in Common Stock, 
Interpretation 1. Gives as an illustration of a temporary difference intercompany profit on 
inventory.
APB Opinion 25, Accounting for Stock Issued to Employees, paras. 16-18. Discusses 
accounting for a tax reduction resulting from the issuance of stock under an employee 
stock purchase plan. Requires the portion pertaining to a timing difference to be 
accounted for differently from the remainder of the reduction.
APB Opinion 28, Interim Financial Reporting, para. 19. Requires an enterprise pre­
paring interim financial information to use an estimate of the effective tax rate applicable 
for the full fiscal year. Provides guidance on estimating the rate.
APB Opinion 28, para. 20. Requires an enterprise preparing interim financial informa­
tion to recognize the tax effects of losses that arise in the early portion of a fiscal year, in 
the event carryback of such losses is not possible, only if realization is assured beyond any 
reasonable doubt. It further requires the effects of new tax legislation not to be recognized 
prior to enactment.
APB Opinion 29, Accounting for Nonmonetary Transactions, para. 27. States that 
transfers of nonmonetary assets may create temporary differences.
The same search frame can be used to obtain additional guidance as additional items are added 
to the NAARS literature file.
131
FINANCIAL REPORT SURVEYS*
21 Illustrations of Accounting for Joint Ventures (1980)
A survey of the application of various methods of accounting for joint ventures in 
the financial statements of venturers
22 Illustrations and Analysis of Disclosures of Pension Information (1981)
A survey of the application of the requirements of FASB Statement No. 36, an 
amendment of APB Opinion No. 8
23 Illustrations and Analysis of Disclosures of Inflation Accounting Information (1981)
A survey of the application of the requirements of FASB Statement Nos. 33,39,40, 
and 41
24 Illustrations of Foreign Currency Translation (1982)
A survey of the application of FASB Statement No. 52
25 Illustrations of Accounting for Innovative Financing Arrangements (1982)
26 Updated Illustrations of Management’s Discussion and Analysis of Financial 
Condition and Results of Operations (1983)
A survey of the application of recently amended Rules 14a-3 and 14c-3 of the 
Securities Exchange Act of 1934 in annual reports to shareholders
27 Illustrations of Accounting and Reporting by Development Stage Enterprises (1984)
A survey of the Application of FASB Statement No. 7
28 Illustrations of Accounting for Enterprises in Unusual Circumstances and 
Reporting on Them by Independent Accountants
A survey of •  troubled enterprises •  reorganized enterprises •  liquidating 
enterprises
29 Updated Illustrations of Departures from the Auditor’s Standard Report (1984)
A survey of the application of Statement on Auditing Standards No. 2, as amended
30 Updated Illustrations of the Disclosure of Related Party Transactions (1985)
A survey of the application of FASB Statement No. 57
31 Illustrations of “Push Down” Accounting (1985)
32 Illustrations of Accounting for In-Substance Defeasance of Debt (1986)
A survey of the application of FASB Statement No. 76
33 Illustrations of Accounting for Pensions and for Settlements and Curtailments of 
Defined Benefit Pension Plans (1987)
A survey of the application of FASB Statement Nos. 87 and 88
34 Illustrations of Accounting for the Inability to Fully Recover the Carrying Amounts 
of Long-Lived Assets (1987)
A survey of the subject of an issues paper by the AICPA Accounting Standards 
Division’s Task Force on Impairment of Value
35 Updated Illustrations of Reporting Accounting Changes (1987)
A survey of the application of APB Opinion No. 20, as amended
36 Illustrations of Accounting Policy Disclosure (1987)
A survey of the application of APB Opinion No. 22
37 Illustrations of Accounting for Income Taxes (1989)
A survey of the application of FASB Statement No. 96
*FRS Nos. 1-20 are no longer in print.
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